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In Partnership --- 


To Improve Public Relations 
and to Increase Business 


CREATING GOOD WILL is the primary selling job of financial institu- 
tions today. It calls for intensive merchandising and advertising 
effort, effectively co-ordinated to promote better public relations 
and increased business. 


In the attainment of these important objectives, banks and invest- 
ment houses are faced with similar problems. That is why hun- 
dreds of progressive organizations in both groups have formed an 
alliance dedicated to their mutual progress. As members of the 
Financial Advertisers Association, they command advantages collec- 
tively which would be unavailable to them individually. 


An outstanding feature of F. A. A. service to members is the in- 
formation to which they have access in connection with all phases 
of financial advertising. Comprehensive Classified files containing 
a surprising volume of material are maintained at the association’s 
headquarters. The subjects covered include media selection, direct 
mail versus newspapers, mass versus quality circulation, color in 
direct mail advertising, billboards and other outdoor displays, 
national and local campaigns . . . to mention but a few. 
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*# 6 All F. A. A. members regularly receive the 
2 4 NMOUNCING ... Bulletin—a monthly clearing house of new 
NNnOUNC S advertising ideas in the form of articles and 
THE F, A. A. CONVENTION reproductions of advertisements and booklets. 
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To receive more complete details regarding the benefits afforded by membership in 
this organization, together with a complimentary copy of the “Bulletin”, address: 


PRESTON E. REED, Executive Vice-President 


FINANCIAL ADVERTISERS ASSOCIATION 


231 SOUTH LA SALLE STREET, CHICAGO, ILLINOIS 





DEVOTED TO THE CAUSE OF A BETTER UNDERSTANDING OF FINANCIAL INSTITUTIONS BY THE PUBLIC 
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LETTERS 


The Figures Were Forced 


Sirs: Because of some criticism of our 
institution, referring to our large cash 
reserve in proportion to our loans, we pub- 
lished the enclosed statement in our local 
papers. Following this we used reprints 
liberally throughout our territory and com- 
pletely silenced our critics and surprised 
them, and even our friends at the spread 
we had given the funds loaned. Since the 
publication of the statement, our loans have 
continued to increase to a high point of 
$180,000. The making public of these 





| Willing to Lend --- Able to Lend 
---AND DOING IT! 


At the close of business on March 31, our total 
number of borrowers was 533. 








32 of this number hed loans in amounts over $1000. 
60 of this number had loans between $501 and $1000. 
441 of this number had loans of $500 and under this sum. 


When a dank is extending credit to 82.73 per cent (441) of 
its borrowers in amounts of $500 or less, it necessarily involves 
&@ much greater amount of detail work and increased expense in 
proportion to the remaining 17.27 per cent of our borrowers. But, 
nonetheless, we welcome these smaller loans because it has en- 
abled the Bank of Hartington to extend financial assistance to & 
very large number of residents in our trade area at a time when 
the average borrower was finding so much difficulty in obtain 
| ing funds necessary to continue his farming operations or other 
| line of work 


Along with rendering this essential community service to 
the greater number of customers, we are achieving a wider spread 
of Joan risk, thus reducing the possibility of loss to a minimum 
regardless of price and crop conditions. Spreading our loanable 
funds through many small loans to the greater number of individual 
borrowers is a decidedly added safeguard to our depositors and 
our holders, as it is y admitted that no bank has 
ever suffered serious losers through its smal! loans. 





As further evidence of the efforts of the Bank of Hartington 

| to serve the largest possible number of customers in Cedar and 

adjoining counties, our records disclose that loans have been made 

to 1393 different individuals between April 1934 and April 1937. 

Eutering this field under the most difficult conditions following 

| depression and crop failures, and carrying on through the drouth 

| year of 1934, a partial crop in 1935 and again, drouth in 1936, we 

find thet more than 1000 of our borrowers PAID US IN FULL. 

The present 533 borrowing customers represent some carryover of 

reduced loan balances and, in the larger part, new loans to meet 

the current seasonal requirements.. The officials of the Bank, of 

Hartington are proud to submit these facts and figures in testi. 

mony of the fine courage, the high character and the rugged hon- 

esty of our Northeast Nebraska people in the face of disaster and 

depressions which have put men to a supremé test never before 
experienced in our nation. 


Bank of Hartington 


E. W. Rossiter, President 2 Hartington, Nebraska 








figures was virtually forced upon us, for 
which we are now thankful, because it 
proved to be the most valuable piece of 
advertising we ever used. 

With about 10 per cent of our loans 
secured by real estate, all the remainder, or 
nearly so, are secured by livestock and will 
be further secured by crop mortgages which 
farmers give as soon as they complete the 
planting of their crops. Our average loan 
is comparatively small and secured on a 
basis that makes payment assured even in 
the event of drought or other crop disaster. 

IX. W. Rossrrer, President, 

Bank of Hartington, 
Hartington, Nebraska 
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Opinion of Many Bankers 


Sirs: Having served as chairman of the 
original NRA Bankers’ Code Committee 
lor the State of Indiana, of which Mr. 
Robert Myers of the Merchants National 
Bank, and Merchants Trust & Savings 
Company, of Muncie, Indiana, was a mem- 
ber, 1 am somewhat familiar with his ideas. 
[ note his letter in your May issue in regard 
lo costs and service charges. 

It is true that the banker can, by careful 
analysis, arrive at basic figures which, if he 








he Burroughs 


Clearing House 


HENRY J. BOONE, Editor 





JULY, 1937 Vou. 21 :: No. 10 





CONTENTS 


Page 
et 


So a | er ee ee 
By J. L. DRISCOLL 


A Look at the Job of Workingina Bank. 8 


By CLARENCE A. LYMAN 


Ween i ik ke tw eee 
By HENRY D. RALPH 


Progress Report on Building and Loan. 14 
By MORTON BODFISH 


Financing Real Estate Through Trusts . 17 
By P.. PP. PULLEN 


When You Study the Trust Market 


By ALBERT JOURNEAY 


oi 


Booklets for Bankers 


ee me Qe gate oe a 


Court Decemome ....:+.++8+s «ss. @ 
By CHARLES R. ROSENBERG, JR. 


Canadian Notes and Comment 
By G.:_A. G. 


to 
to 











EDITORIAL AND BustNess Orrices—Second Blvd. and Burroughs Ave. 
Detroit, Michigan 
F. E. QUISH CHARLES W. EARLE 
CENTRAL STaTES REPRESENTATIVE EASTERN REPRESENTATIVE 
Second Blvd. and Burroughs Avenue, 1 Park Avenue, 
Detroit, MIcHIGAN New York City 


Copyrighted, 1937, by Burroughs Adding Machine Company 

















=. 7° 





2 


is reasonable, will reflect a general idea of 
the cost of doing business. There are, 
however, two common mistakes that many 
bankers are making in arriving at their rate 
of service charges. 

1. They accept as standard, service 
charges that were computed by someone 
else under an entirely different operating 
condition than their own. There is no end 
to the argument about the real cost of 
cashing a check, crediting a deposit, or any 
other of the standard operations in the 
average bank. One banker can prove it 
costs his bank eight cents to cash a check. 
Another submits figures to prove that it 
costs his bank three cents. Both may run 
banks of the same size; both have made 
accurate surveys. Who is right? Should 
they both charge eight cents? We leave 
these questions for consideration. 


THE BURROUGHS CLEARING HOUSE—July, 1937 


2. The second mistake that some bank- 
ers make is somewhat related to the first 
and concerns our mental attitude toward 
service charges. To many banks whose 
profits were small, service charges have 
meant a great deal. The revenue received 
has been hailed as income, not as recovery 
of “out-of-pocket” expense. Naturally 
enough, the bigger the service charge, the 
more income, and the temptation to find an 
excuse to charge more than “out-of-pocket” 
expense looms large. 

Summing it up, it seems to me that no 
banker knows just exactly what it costs him 
to cash a check or service his accounts. A 
charge that is fair to the depositor will 
prevail, even against competition which 
will come to many of us who are free from 
it now. Also, beware of standardized 
charges over large areas coming from 








| SHORT AND MEDIUM TERM 


Municipal Bonds 


Suitable for Bank Investment 





BOSTON, MASS. 
Due 3-25 & 4-21-1938 (2 issues) 


COLORADO, STATE OF 
} Due 6-1-1948; 50-51 
GREENBURGH, N. Y. 

Due 5-1-1938-47 
INDIANAPOLIS, IND. 

Due 6-1-1942-48; 50-51 
INDIANAPOLIS, IND. 

Due 7-1-1941; 43; 47; 49-52 
MAMARONECK, N. Y. 

Due 6-1-1940-47; 51-52 
MANCHESTER, N. H. 

Due 3-1-1942-45; 47-51 
MARINETTE COUNTY, WIS. 
Due 6-1-1942 


MINNEAPOLIS, MINN. 
Due 12-1-1943-45; 47; 51-52 





PENNSYLVANIA, COMMONWEALTH OF 


Due 5-31-1938 
SAN DIEGO COUNTY, CALIF. 
Due 10-1-1943-44 
TENNESSEE, STATE OF 
Due 12-1-1944-46; 47-49 
| WINSTON-SALEM, N. C. 
Due 1-1-1947-49 


YONKERS, N. Y. 
Due 12-1-1948-52 


1.28% & 1.30% Temporary Loan Notes 


3% State Highway Fund Rev. Antic. War. 


Various 2.70s 
Gas Plant Revenue 4'2s 


School Building 2% s 


Highway and General Improvement 3 4s 


Improvement and Equipment 3s 
Highway Improvement 3 '2s 
Sewage Disposal System 2.20s 
144 % Tax Anticipation 
Notes, Series “CT” 
Refunding 2%, s 
Consolidated 34s & 313s 


Various 3s 


Refunding 2%, s 


Prices and descriptive circulars upon request. 


Ask for Bond List BC-77. 
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banks operating under different conditions. 

Certainly banks should have service 
charges that are reasonable and fair and 
sufficient to recover “out-of-pocket” ex- 
pense. But profits should come from 
earning assets. 

I believe that I am voicing the opinion of 
many bankers with whom I have talked, 
but who, unfortunately, say so little in 
meetings. 

Dona_p B. Smiru, Cashier, 

First National Bank, 
Mishawaka, Indiana 
¢ °¢ 
Modernization 


Sirs: I am enclosing two photographs 
of a most attractive installation of special 
wood equipment in the Central Fairmont 
Building and Loan Association, of Cin- 
cinnati. 

The wainscoting, 


counter front and 


railing are of genuine walnut with counter 


Temi: ocr mn i 4 
) we i pa4ati 


superstructure and base of black formica. 
The grille-work is made of nickel bronze. 
A check-desk is also of walnut and black 
formica, with perpetual calendar, inkwells 
and penholder of nickel bronze. 

This installation has attracted a great 
amount of attention in this area and it 
occurred to me that you might like to 
publish the pictures. 

C. W. HAMILTON, 

Sales Promotion Manager, 
The Globe-Wernicke Company, 
Cincinnati, Ohio 
¢ ¢ 


Outstanding Number 


Sirs: The June, 1937, issue of The 
Burroughs Clearing House has come to my 
desk. It is an outstanding number, and | 
have already read, with close attention, 
every article in it. 

I cannot speak too highly of the interest 
and value of your publication, and I ap- 
preciate being on your mailing list. 

A. C. Rospinson, Chairman of the Board, 

Peoples-Pittsburgh Trust Company, 
Pittsburgh, Pennsylvania 


¢ 7 
Anderson on Advertising 


Sirs: I’m getting a real kick out of 
Merrill -Anderson’s article on Human 
Interest in Bank Advertising. 

I suppose Director Clutchbill is on vaca- 
tion this month. 

E.rot H. THomson, Publicity Manager, 

The Washington Loan & Trust Company 

Washington, D. C. 
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The TREND of BANKING 








Advertising Deposit Boxes 


6,600,000 vacant safe deposit boxes in 
the United States can be rented without 
appreciable increase in overhead costs, the 
National Safe Deposit Advisory Council 
believes. A resolution approving a co- 
operative radio advertising campaign was 
passed by the Council’s Executive Com- 
mittee after consulting McCann Erickson, 
Inc., advertising agency. “The nation’s 
banks and safe deposit companies can get 
additional revenue amounting to many 
millions of dollars by joining hands and 
engaging in the campaign proposed for 
them,” William Haas, chairman of the 
committee, said. 

The proposed co-operative campaign 
embraces three separate but correlated 
activities: radio advertising, sales promo- 
tion and publicity. The radio program is 
of the dramatic type and is designed to 
make the public realize the necessity of 
keeping valuables in safe deposit boxes. 

A comprehensive program of sales pro- 
motion has been developed to supplement 
the radio program. It will consist of a 
broadside containing display suggestions 
which will be sent to all participating com- 
panies in advance of the opening of the 
radio program. “ounter display cards, 
blotters, stuffers for statements, a three 
piece direct mail campaign and a give-away 
book will be other features of the sales 
promotion material. The plan also calls 
for the inauguration of a newspaper pub- 
licity campaign to distribute news features 
and news stories to educate the public to 
the importance of using safe deposit boxes. 

“We are anxious to place before the 
executives of every bank and safe deposit 
company in this country complete details 
of our advertising plans,’ Chairman Haas 
said. “I shall promptly forward these 
details to any one interested in them.” 

Mr. Haas can be reached at the Manu- 
facturers Trust Company, 55 Broad Street, 
New York City. 


A. B. A.’s New Book 


“Present Day Banking, 1937,” a com- 
pilation of speeches made at this year’s 
Regional Conferences of the American 
Bankers Association is now ready for dis- 
tribution. This book supersedes a similar 
book published last year and provides, as a 
brochure says, “hundreds of bread-and- 
butter answers to brass-tack banking ques- 
tions of the day.” 

After an introduction by Tom K. Smith, 
A. B. A. president, the book carries dis- 
cussions on such subjects as: The Bankers’ 
Part in Building an Agricultural Com- 
munity; Chartering of Banks; Loan Ad- 
ministration Policy; Investment Policy; 
Budgetary and Expense Control; Income 
from Banking Services; Banking Talks to 
Schools and Clubs; Banking Education 
and Public Relations; Personal Loan De- 
partments in Banks; Banking Insurance 
and Crime Protection; Research in Costs 
and Methods of Operation; and Research 
in the Trust Field. 

_A few of the contributors are Robert V. 
F leming, Washington, D. C.; Wood Nether- 
land, St. Louis; P. D. Houston, Nashville; 
Walter B. French, Jersey City; 
Florence, Dallas; Arthur J. Linn, Washing- 
ton, D. C.; Oscar Wells, Birmingham; 
Gilbert T. Stephenson, New York; John J. 
Rowe, Cincinnati; Ben E. Young, Detroit; 


Merle E. Robertson, Louisville; and H. 
Lane Young, Atlanta. 

Copies of “Present Day Banking, 1937” 
can be obtained by writing to William R. 
Kuhns, managing editor, Banking, 22 
East 40th St., New York. There is a 
charge for the book and the edition is 
limited. 


Criminal Losses Lessened 


Criminal attacks against banks in the 
state of Illinois for the fiscal year just 
ended were two robberies, one ss go 
and one attempted burglary. Total loss 
was $862. There was one bank messenger 
holdup during the year, when $1,500 in 
currency and $12,500 in checks were taken. 
The Committee on Crime Prevention and 
Insurance of the Illinois Bankers Associ- 
ation compared this with the previous year’s 
record of ten attacks and a money loss of 
about $20,000. 

M. A. Graettinger, executive  vice- 
president of the Association, said in his 
annual report, read recently at the Associ- 
ation’s convention, that there was a decrease 
of 50 per cent in the number of burglaries 
and robberies and a 90 per cent decrease in 
the amount of money lost. 

Propaganda has been carried on by the 
Association urging banks to install proper 
protective devices and methods; cautioning 
against carelessness in cashing checks, even 
though they may be protected with forgery 
insurance; and urging banks to exercise as 
much caution as they would with burgla 
robbery, accident or life insurance. Inside 
bank crimes, of great concern to the Fed- 
eral Bureau of Investigation, also were 
warned against. 


Impressive Stationery 


It substitutes hollers for whispers. That 
is what H. A. Lyon, of the Harold F. 
Strong Corporation, says about the Insti- 
tute of Bank Stationers’ co-operative ad- 
vertising campaign that has been in effect 
for a year or more. “I have watched and 
wv applauded this campaign,” he said, 
‘“‘and I should applaud its continuance and 
extension.” 

“In the large bank,” Mr. Lyon said, “‘it 
is all too frequently the case that the pur- 
chase of lithography and printing is con- 
sidered a routine job. 

‘‘When any institution buys lithography 
and printing it is buying the clothing and 
equipment with which that institution faces 
a tremendous audience. It has long been 
my contention that no purchase of letter- 
heads, of checks and of other items which 
most frequently reach the public, should be 
made without the express approval and in 
fact the supervision of the one to whom the 
institution has entrusted the fashioning of 
its garments.” 

Mr. Lyon’s speech was delivered on be- 
half of the use of ey an od a form of 
printing, for impressive bank stationery. 


Robert Morris Associates 


Formation of a Michigan chapter of 
Robert Morris Associates brings to mind 
the fact that Detroit, Michigan, was the 
scene of one of the association’s first na- 
tional meetings. In 1916, a year after the 
organization was formed, the Associates 
met at Detroit and adopted a code of ethics 
prescribing and defining proper methods 
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Hundreds of bankers 
tell us how valuable 
they are finding .... 


POOR’S 


Bank & Executives 
Manual 


combined with the 


Bond Advisory 
Service 


They tell us that it has helped 
them improve their portfolios ... . 
that the definite recommendations 
have been remarkably accurate 
- + +. that the consultation privi- 
lege has been mest valuable ... . 
that the rate of $100 a year is 
surprisingly low. 


Send for FREE samples! 


Poor’s PuBLIsHING COMPANY 
90 Broad St., New York 





























FEDERAL INTERMEDIATE 
* CREDIT BANK * 


CONSOLIDATED DEBENTURES 


Exempt from Federal, State, Municipal 
and Local Taxes 


Authorized by an Act of Congress approved 
March 4, 1923 As A ded 














Consolidated debentures are the 
joint and several obligation of 
the twelve Federal Intermediate 
Credit Banks. 

Eligible up to six months’ ma- 
turity for purchase by the Federal 
Reserve Banks and are acceptable 
as collateral security for fifteen 
day loans to member banks of 
the Federal Reserve System. 
Consolidated debentures are legal 
for investment by “4 banks 
in the State of New York. 
Eligible as security for all fidu- 
ciary, trust, and public funds held 
under the authority or control 
of officers of the United States. 
These debentures have been ap- 
proved as security for deposits 
of postal savings funds. 


* Further information and circulars can 
be obtained through your dealer or 





CHARLES R. DUNN 
FISCAL AGENT 
For the Federal Intermediate Credit Banks 
New York City 


31 Nassau Street @ 
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The Industrial Hub of America comprises 


but 10 per cent of the country’s land area. 





In it reside 28 per cent of U. S. families. 
Yet in this Great Lakes region occurs two thirds of 
the heavy industry manufacturing; and two fifths of 
all the manufacturing of the nation. 

The Great Lakes themselves are the basic reason 
for the concentration of industrial activity in this 
section — providing the cheapest medium in _ the 
world for moving freight. They make for the low cost 
of American steel. 

Central National Bank was a Great Lakes bank 
before the Mesabi Range ore deposits were opened 
in 1892. Likewise today it is able to interpret this 
region to the benefit of its customers and 


correspondent banks. 


CENTRAL NATIONAL BANK 
EC load 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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for interchanging credit information. 

Alexander Wall, active in the Associates 
since the first, has been managing secretary 
of the group since the central office opened 
in 1919. The present address is 1503 
Philadelphia National Bank Building, 
Philadelphia, Pa. With the permanence of 
the Associates assured, local chapters were 
chartered in several sections of the country. 
Authorities on bank credit address the 
regional meetings, open forum discussions 
are held, and other means are employed to 
bring about a closer working relationship 
between bank credit men. 

In a foreword to a brief history of the 
Associates, it is said, “The Associates seems 
to have accomplished much to make bank 
credit granting more professionally effec- 
tive; to create a better co-operation among 
both bank and commercial credit men and 
to have developed a profound appreciation 
of the necessity of a high standard of ethics 
in every phase of credit contact.” 

The Associates continues to grow. Sixty 
men from Detroit and Michigan banks at- 
tended the Michigan Chapter’s first meet- 
ing May 11. 1937. KR. T. Perring, assistant 
vice-president of The Detroit Bank, pre- 
sided at the meeting. Election of officers 
took place and Norman H. Moysey, of The 
Manufacturers National Bank, Detroil, 
became the chapter’s first president. 
Alexander Wall. secretary-treasurer of the 
national organization, was present and 
spoke on “The Ratio Analysis of Financial 
Statements.” 

Ray M. Gidney. vice-president of the 
Federal Reserve Bank of New York has 
been elevated from the vice-presidency to 
the presidency of Robert Morris Asso- 
ciates. Harvey L. Welch, manager credil 
department. First National Bank in St. 
Louis, was elected vice-president. The 
election took place at the Associates’ 
annual convention held recently at Sky- 
top, Pa. 


New A. I. B. Officers 


Frank R. Curda, assistant vice-president 
of the City National Bank and Trust Co.. 
of Chicago, was unanimously advanced 
from vice-president to president of the 
American Institute of Banking at the close 
of the Institute’s eventful 35th annual 
convention at St. Paul, Minn. 

Milton F. Barlow, cashier of the Na- 
tional Citizens Bank at Mankato, Minn.. 
was elected vice-president. 

The following were elected by the con- 
vention as members of the Executive 
Council: 

Russell C. Lemmon, assistant cashier and 
assistant trust officer, The Farmers and 
Merchants National Bank of Los Angeles. 
Los Angeles, Calif. 

John L. Barnes, assistant trust officer. 
Huntington National Bank of Columbus. 
Columbus, Ohio. 

David E. Simms, accountant of the Salt 
Lake City branch of the Federal Reserve 
Bank of San Francisco. 


John B. LaPlace, Jr., assistant manager 


of the credit department, Whitney Na- 
tional Bank at New Orleans, La. 


Bond Market Review 
and Forecast 


Poor’s “Semi-Annual Bond Market Re- 
view and Forecast,” dated June 9, 1937. 
says, in summarizing its current report. 
“It is obvious that volatile bond market 
movements are entirely possible in the near 
future, in view of existing conditions. Im- 
portant developments in various situations 
may exert sudden pressure on the bond 
market, on either the upside or downside. 
Basic factors point to tighter money rates 
and lower prices for very high-grade bonds. 
over the long term. The spread (See page 32 
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‘The sheep and cattle country of Idaho is the background for this article on livestock financing 


LIVESTOCK LOANS 


First Security Bank of Idaho’s plan for handling sheep and 


cattle loans and aiding stockmen is based on wide experience 


OU want to see Lynn Driscoll 

if you want to find out anything 

about livestock loans,” said a 
small-town banker to me. “You'll 
find him over in Boise. He knows 
more about lending money on sheep 
and cattle than any man in the state 
of Idaho, and what’s good for Idaho 
would be good for all the other Rocky 
Mountain states.” 

“T think the report is exaggerated,” 
was Mr. Driscoll’s dry comment in 
answer, “but if there’s anything in 
my experience in this line of banking 
Which might be of interest, I’ll be 
glad to answer any questions you 
might think helpful.” 

In the first place, Mr. Driscoll 
thinks that Idaho is the ideal sheep 
and cattle country. The state isn’t 
bothered with drouth, nor with ex- 
treme heat or cold, so the fluctuation 
of livestock loans has nothing to do 


An interview with 


J. L. DRISCOLL 


Executive Vice-president, First Security Bank 


of Idaho, Boise, Idaho 
by 
DOTTIE C. EDWARDS 


with the weather but rather with the 
sarry-over and markets from one 
year to another. The sheep loans, for 
instance, reach their peak in the 
spring, through the months of March, 
April, and May, following the winter 
feeding and the lambing season, 
through the shearing, and before the 
lambs can be put on the market in June. 

Loans on catt!e have a high point 
in the late summer before the beef is 
shipped, and a low in the fall before 


stockmen start buying winter feed. 

“We lend to the farmer running 
only a few sheep in his orchard as 
well as to the sheepman running 
thousands of head on the range. Our 
cattle loans, too,” says Mr. Driscoll, 
‘“‘are made to the man with only one 
to three cows as well as to owners of a 
thousand and more. The particular 
qualifications have to do with the man 
who is borrowing the money, and the 
nature of his plant. 

“But no matter the size of the 
herd, we employ professional in- 
spectors to make an inspection of the 
chattels not less than once a year, 
sometimes oftener. We check up on 
what care is being given, what the 
individual setup is, the quality of the 
livestock, protection in case of storm, 
how they are being fed and in what 
condition they are being kept. 

‘‘We find out whether the breeding 
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is being kept up or whether the owner 


is letting his stock run down. For a 
man to borrow money on poor stock 
is poor business for him, and poor 
business for us. There’s nothing 
gained by putting money in low grade 
livestock such as the cow that won’t 
pay for her keep or the beef that can’t 
be fattened. 

“Sometimes we see that herds would 
be improved with better sires and we 
urge the change, advancing the money 
to make the purchases if it is neces- 
sary. We advise about feed and range 
conditions and to get this information 
we keep in constant touch with the 
men who can give it to us. We don’t 
try to run the stockman’s business 
for him, but we leave as little to guess- 
work as possible. When the grass is 
playing out in one locality and it’s 
time to find new grazing for 5,000 
head of sheep, for example, we try 
to assist the borrower in securing 
information on where new grazing is 
available. 

Not only does the bank and its 
branches encourage the breeding of 
better stock among the livestock men, 
but it encourages the same thing for 
boys’ and girls’ club work by arrang- 
ing for premiums, buying prizes, etc. 
The bank purchased the prize ship- 
ment of University of Idaho lambs at 
the Ogden Stock Show last winter. 

In southern Idaho the feedlot system 
of preparing cattle for market has 
been in extensive use for many years 
and more and more farmers are making 
it a profitable between-season occupa- 
tion. The bank and its branches are 
encouraging this plan of marketing 
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beef cattle in addition to the regular 
shipments which have fattened on 
range grass. And when it comes to 
financing the grower, Mr. Driscoll 
believes in the budget system of lend- 
ing on livestock and out of the budget 
plan has evolved an idea which is 
beneficial to both the bank and the 
borrower. 

“Early in the fall the stockmen 
come in to arrange their finances with 
us. We sit down together and make 
up a list of just how much money will 
be needed for a year’s operations, 
when it will be needed, and for what 
purposes it will be required. 

“Take the sheepman. There’s the 
replacement breeding stock which will 
be needed,” and Mr. Driscoll gives 
as his opinion that crossbred whiteface 
ewes and Suffolk or Hampshire bucks 
provide the best breeds for the sheep 
industry in Idaho. ‘“‘There’s the feed 
that will be required during the year, 
and this includes both that used in 
the feedlot and winter quarters as 
well as the cost of grazing land in the 
other months of the year. 

“There’s the money he needs for 
taxes, for his family and _ personal 
expenses. There’s the money which 
will go for herders and camp supplies, 
groceries, equipment, pack horses. 
We put it all down and as we list 
it, we divide it into the months when 
it will be needed until the full twelve 
months is taken care of. Then we 
advance the money each month which 
the budget calls for. 


“Our estimates are ample and in 
addition we have an item for ‘Special 
Feed,’ and two ‘Miscellaneous’ group- 
ings which provide for most of the 
emergencies that might arise. Should 
something unforeseen come up, how- 
ever, which has not been provided for 
in the regular budget, then the bor- 
rower returns to the bank and we 
take the matter up as a separate loan. 

“To this budget record, we add a 
financial statement, a livestock oper- 
ations statement, and the inspector’s 
report. The four sheets remain to- 
gether, and as each year brings in 
another crop, the new sheets join the 
old. Our files will give the complete 
figures of operating costs and results 
for years back on a single borrower, 
all the data available in one clip.” 


HESE four forms are shown in the 

illustration accompanying this arti- 
cle in order that they may be studied. 
Three of the forms provide for addi- 
tional information on the reverse side. 
The financial statement reverse form 
provides for further detail on notes 
and accounts receivable, a description 
of real estate, a description of stocks 
and bonds owned, a space for listing 
contingent liabilities, and one for 
signing the statement and having it 
notarized. The operations statement 
provides for a two-year comparison of 
operations, for income and expense 
statements of ewe operations, yearling 
operations, and farm operations, with 
a profit or loss figure on the total. 


“To the budget record, we add a financial statement, a livestock operations 


statement, and the inspector’s report. 


The four sheets remain together, 


and as each year brings in another crop, the new sheets join the old” 
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Mr. Driscoll, left, has had broad experience 

in livestock banking, not only in Boise but 

in Chicago with the predecessor banks of 

the Live Stock National Bank of Chicago, 

and as vice-president of the Chicago Live- 
stock Loan Association 


The inspector’s report provides for 
additional information on range, feed, 
and water facilities, and for a general 
description of livestock as to class, 
quality, and condition. In addition 
to these forms, a Supplemental In- 
spector’s Report provides for further 
inspection and space for listing farm 
machinery and equipment. 

“But that isn’t all,” says Mr. 
Driscoll, and he starts checking off 
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First Security Bank of Idaho, Boise, Idaho. 


The bank, with fifteen branches in the state, 


identifies itself as the ‘‘Largest Intermountain Bank.’’ March 3ist figures showed loans and 

discounts at $7,625,982, and deposits at $26,762,918. It is part of the First Security Corpora- 

tion System of Banks which also includes eleven banks and branches in Utah, and one in 
Wyoming. March 3ist deposits of the system were $66,290,492 


columns with a pencil on a_ blank 
piece of paper. ‘“‘When we get the 
year’s actual results together, we 
condense them and take about ten 
of them, say, in each class. Then we 
make up a sheet for Sheepman John 
Doe and list his figures in the first 
column. In the other nine columns, 
which we label X, Y, and Z outfits, 
for instance, we list their figures, both 
income and expense, for those same 
items, and the result has been en- 
lightening to both bank and customer. 

“John Doe doesn’t know who the 
other nine operators are, but he sees 
at a glance that for the same number 
of sheep, they spent less on feed than 
he did. Or he sees that they got 
more for their June lambs than he 
did. Or he pats himself on the back 
for his wool clip. 

“If the differences are minor ones, 
well, that’s all in the business. But 
perhaps John Doe can see where he 
can shave a little on expenses here or 
there, or that he is paying too much 
for certain items. The statement 
gives him a measuring stick to go by 
and he is no longer alone, working 
through from one market period to 
another with the comparative result 
unknown. 

“If the differences are large ones, 
the bank and John Doe have a con- 
ference. Perhaps he has been accus- 
tomed to late lambing and his plant 
is better adapted to early lambing. 
We get him to make a change, switch 
to early lambing, shoot at another 
market. Perhaps it is the other way 
around. Perhaps he needs new breed- 
ing stock. At any rate, both the 


bank and the customer discover the 
weak spots together and they see that 
they are eliminated. 

“Some of the banks use the budget 
system, some don’t,” concludes Mr. 
Driscoll, “but we have found the 
forms used here of real advantage 
to us. The sheet of comparisons, with 
all the other operators unnamed ex- 
cept the man to whom the sheet is 
going, is one of our own ideas which 
has proved of real benefit to both 
bank and customer and one which we 
feel we could not do without.” 


R. Driscoll has been a livestock 
inspector himself and he knows his 
sheep and cattle. His work keeps him 
behind a mahogany desk but he takes 
his relaxation in visiting the sheep 
camps, watching the shearing oper- 
actions, or visiting the stockyards 
where the cattle are being shipped. 
He counts that afternoon a red-letter 
day when he can get out where the 
dust churns up from moving hoofs 
and the bawling of cattle and baa-ing 
of sheep make a din to be remembered. 
Lynn Driscoll came from Nebraska 
to Boise, graduated from high school 
in the Idaho capital city and returned 
to Nebraska to graduate from the 
university. He began banking as a 
messenger boy for the old Overland 
National when back in Boise, and a 
few years later found him in Chicago 
where he was assistant to the presi- 
dent for ten years, and later vice- 
president, of the institution that 
today is known as the Live Stock 
National Bank of Chicago. While in 
Chicago he was also (See page 32) 
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A Look at the Job of 


WorKING IN A BANK 


NOR nearly twenty years I have 
worked in a bank and for a bank 
without being a banker, looking 

after the advertising, publicity or busi- 
ness extension. Before coming to this 
work I had a long and varied experi- 
ence in many jobs and _ businesses: 
newspaper, advertising, promotion, 
land-selling, farming, pioneering. | 
had been a member of another world 
than that of banking, and it wasn’t long 
before the young men in the bank 
began to come to me for advice and 
suggestions mostly along this line: 
Wasn’t there another line of business 
in which they could do better than 
where they were? 

For two or three years after 1930, I 
didn’t hear much of this talk. The 
men in the bank, holding their jobs, 
even with slightly reduced pay, realized 
that the safety and permanence olf 
banking was a mighty good thing for 
them. Now we have come upon times 
when every workingman is questioning 
his job. Most of the young men in the 
bank to whom I have talked recently 
seem to realize that under present 
banking conditions, with loans scarce, 
interest rates low, and other costs be- 
sides labor steadily rising, there is no 
use arguing that banks ought to pay 
their rank and file any picturesquely 
raised salaries. It just isn’t in the 


cards. So all we can argue about is: 
With the job as it is and with the pay 
about as it is, is the present worth 


by 


CLARENCE A. LYMAN 


Security-First National Bank of Los Angeles, Los Angeles, California 


We have come on times when every working 
man is questioning his job 7 Whereupon 


the author looks 


at bank work. considers 


some questions about it. and proceeds to 
give his opinion direct to the bank staff 


while? Are the future prospects in a 
bank worth while? 
There are banks, and banks. I 


admit that I am writing from a limited 
viewpoint, for this bank I work for is 
the only one which I have seen from 
the inside. The management of this 
bank has always appreciated the value 
and necessity of a loyal staff, carefully 
selected, trained, educated and en- 
couraged to work for and to expect 
promotion. I have heard there are 
still some banks that do not do things 
this way, but they are becoming very 
few. 

One of the lessons all bankers have 
taken to heart in the adversities since 
1930 is that a loyal personnel is an 
important asset to be as carefully con- 
served as any other asset. A remark 


Northwestern National Bank and Trust Company, Minneapolis 


made by the president of this bank 


fifteen years ago has stuck in my 
memory. “Loyalty,” he said, “‘is two- 
edged. It cuts both ways. If you 


want your help to be loyal to you, 
you've got to be loyal to them.” 
Considering this attitude of most 
banks toward their help, I believe that 
a large part of the complaint about the 
“white-collar slaves of finance” is a 
hang-over of conditions of a day that is 
indeed “bygone.” It used to be said 
that bankers hired only rich men’s sons 
to “learn the business’ and paid them 
half-and-half, 50 per cent money and 
50 per cent respectability, their fathers 
making up any deficiency. The cold 
fact, today, is that our personnel depart- 
ment is likely to look more critically 
into the preparation and “attitude” 


Lake Shore Trust and Savings Bank, Chicago 
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National Bank of Detroit 


BANK JOBS. The photographs on these pages show how bank people look at work in various banks throughout the country. 
‘lhey were selected more or less at random from The Burroughs Clearing Heuse files 


of an applicant with a background of 
wealth than into the qualifications of 
the young fellow who must earn his 
way and help support his mother. If 
accepted they are alike paid from the 
start a living wage, and as they learn 
to be useful to the bank are promoted 
in pay. 


HE young man with whom I want to 

talk this over is the type which this 
bank’s personnel department is seek- 
ing. He has not only had at least a 
high school education, but he took 
advantage of his opportunities and 
stood well in his studies. He has a 
good background, not necessarily of 


wealth, but of honest, upstanding 
family life. He is a gentleman by pref- 
erence, dresses neatly, uses good 





The First National Bank & Trust Co. of Oklahoma City 


English, is good al figures, is accurale 
and punctual. 

That’s not a very usual type of 
young man. Our personnel depart- 
ment has to turn over a lot of chips to 
find one bug that suits it. A young 
man who has these qualifications is 
entitled to seek out the very best place 
in which to market them, and to get a 
good price. 

What is a good price? 

There are three considerations: First, 
the immediate present, what you are 
getting for what you give; second, the 
“long run,”’ how is it going to look to 
you after fifteen or twenty years? 
third, the chance of being promoted 
into a position of financial comfort and 
even affluence. 

Taking these up in turn, let us look 





Security-First National Bank of Los Angeles 


into the present condition of a young 
man who has taken the preliminary 
training and education and is estab- 
lished in a regular bookkeeping or 
accounting routine in a bank. Is he 
well enough off? 

Henry Wallace, the elder, a very 
shrewd agricultural editor who, like his 
son, rose to a place in the President’s 
Cabinet, once said, ““The best and most 
successful farmer, if he goes lo keeping 
books too closely, is likely to find him- 
self ‘bankrupt,’ even though out of 
debt and living affluently.”” The point 
he was emphasizing was that farming 
was to be considered as a method of 
living rather than a system of book- 
keeping. 

Any line of work should be con- 
sidered on the same basis, the dollars 






Mississippi Valley Trust Company, St. Louis, Mo. 


10 


and cents of the wages paid per diem 
being only one of many elements to be 
considered. 

I don’t know what it is about being a 
carpenter or a bricklayer which appeals 
so strongly to the imagination of a 
young man in a bank, but in a large 
part of the conversations the wages 
paid in one of these two trades have 
come up for comparison. 

“I know a fellow who’s a carpenter 
and his wages, on a daily basis, are 
more’n twice what I get, and I’ve been 
in this bank two years and worked hard 
to improve.” 

Let’s compare on a _ dollars-and- 
cents basis. The carpenter or brick- 
layer works by the hour; the bank man 
works by the year. The carpenter’s 
pay stops on the hour when he stops. 
If he is ill and off the job for a few 
days or for a few hours, his pay stops. 
He may celebrate “‘bank holidays,”’ but 
when he does it is at his own expense. 
He gets no paid vacations. The more 
efficient and faithful a carpenter or 
bricklayer is, the sooner his job is done. 
There may be another one right away, 
or in a few days, or it may be weeks. 
Often he has to seek a new employer. 

There is no harder work on earth 
than looking for a job, and you don’t 
get paid anything for it. 

Much of a carpenter’s work is rough, 
and hard, and disagreeable, out in the 
weather, calling for occasional heavy 
exertion, calling for close application. 
A bank operative works in pleasant and 
protected conditions, in a well-lighted, 
well-ventilated space. He comes to 
and goes home from the same place 
every morning and every evening. 

I have done hard work in my life. 
The idea that a man can do eight, or 
even six, hours of hard labor and still 
have any energy left with which to 
enjoy social life or carry out any con- 
siderable form of self-improvement is 
all nonsense. 


FEW carpenters or bricklayers keep 

books. If they did keep books and 
you could inspect them, you would find 
that what they get, by the year in 
dollars and cents, is very little more 
than what you get. 

But when you compare carpentering 
and banking as methods of living you 
will find a big difference, in favor of 
banking. 

I admit that I’m “hard boiled.” I 
read with great enjoyment all the 
articles, and they are becoming con- 
tinually more numerous and more con- 
vincing, that go to show that many 
young men of today are whining 
“‘softies” unable to “take it” or stand 
up to their jobs. My father died when 
I was a baby, and I went to work 
when I was 11 years old. All the edu- 


cation I have been able to get I have 
hewed out of circumstances as I went 
along. 


I see an asset in a bank opera- 
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tive’s job which too few of the young 
men themselves take into account: The 
great opportunity for self-improve- 
ment. 

Did you ever stop to think that a 
young man in the bank, up to the 
place where he accepts responsibility 
as an officer and is paid accordingly, 
has no hangover of responsibility or 
worry whatever at the end of the day? 
If, item by item, you give each trans- 
action your undivided attention, at- 
tend to it correctly, when the day is 
done, and your totals balance, you can 
walk out to take up other things with- 
out a care in the world. 

You don’t even have to think about 
the totals as you go along. The bank- 
ing machine does that for you. It does 
the adding and subtracting, the really 
thought-taking part of the business. 

As a result, I have never seen in any 
other line of work so many young men 
who have improved themselves. In 
the twenty years I have been in the 
bank I have seen at least a dozen 
young fellows who have studied law 
and have been admitted to the bar. 
Some of them are prosperously in 
practice, some of them have much 
better jobs in the bank because they 
know law. I know two young men who 
are making good money as singers in 
radio because they had the lesiure, and 
the lack of worry and weariness as 


National Bank of Detroit 





“The young man with whom ! want to talk 
has a background of honest, upstanding 
family life, is a gentleman by preference, 
dresses neatly, uses good English, is good at 
figures, is accurate and punctual”’ 


workers in a bank, to develop their 
musical talents. I know a man who 
was the son of a widow, didn’t even get 
through high school, who went ahead 
to give himself a generally better 
classical education than he could have 
gotten in college. He didn’t forget the 
practical part either, and so advanced 
himself in the banking profession that 
he is not only educated and cultured, 
but he has the means to mingle with 
others of his kind. 

It is a stepping stone to education 
and self-development, this bank job of 
yours. And whether or not you are so 
short-sighted or so trifling that you 
don’t avail yourself of it, this oppor- 
tunity to tackle an avocation with a 
clear mind and without brain-fag 
remains a real asset. It is part of your 
pay as a bank operative, whether you 
spend it or squander it. 


‘THE young man in a bank has very 

distinct social advantages, also. The 
part of the public you contact is the 
successful part —ladies and gentlemen 
who have had ambitions and have 
realized them. You work in an atmos- 
phere of dignity and respectability. 
You live in an atmosphere of thrift and 
carefulness about money and invest- 
ments. I know a great many men who 
have been in banks twenty or more 
years, without promotion above the 
“ranks,” and most of them own nice 
homes, paid for; have a nest egg of 
investments, carry life insurance, have 
nice circles of friends, live happy, com- 
fortable lives. 

Reviewing in my mind the young 
men who have come to me for advice 
because they wanted to quit, it seems 
to me that in a surprisingly large num- 
ber of cases cross-examination brought 
out that somebody, usually a junior 
officer, had spoken harshly to them and 
had hurt their feelings, tumbled their 
dignity. The gentleman who used the 
harsh words was referred to as a “slave 
driver.” 

Nature, the greatest teacher of all, 
has just one way of telling you what 
not to do—it hurts. If you let yourself 
get careless, make slips, wrong entries, 
drop items on the floor, and nothing 
happens, you are going to get worse 
and worse, until finally you are no good 
at all. This being a generation of 
softies, the officer in charge has to jar 
your consciousness with words. 

Back in 1882, when I was an office 
boy around New York, I had a boy 
friend my own age who was taking the 
initial steps in banking in the old 
Nassau Bank at Nassau and Beekman. 
Everything was dome by hand then. 
A young clerk, bending over his ledger, 
would learn that he had made an 
error by having a_ two-foot ruler 
sharply applied six inches below his 
suspender buttons. The boys of 
that day were of (See page 25) 
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WASHINGTON..... 


The outlook for the McAdoo branch banking bill... Effect 
of the social security decisions ... A summary of national 
bank statistics . . . A consideration of Treasury fmancing 


by 
HENRY D. RALPH 


Washington Correspondent, The Burroughs Clearing House 


Branch Banking Bill 


Because of widespread opposition, it is not likely that 
Congress will take favorable action on the bill recently 
introduced by Senator William G. McAdoo of California 
which would permit a national bank, with the approval of 
the Comptroller of the Currency, to establish branches in 
any state permitting branch banking within its Federal 
Reserve district. At present national branch banking is 
confined to state limits, and even proposals to permit 
branch banking to cross lines to the extent of covering com- 
mercial centers which lie in two or more states have been 
defeated by small banking interests. 

The McAdoo proposal to extend branch banking through 
an entire Federal Reserve district is the most sweeping sug- 
gestion made in recent years, and, its critics say, might 
ultimately lead to country-wide branch banking such as 
exists in England and Canada. The McAdoo bill was not 
Sponsored by the administration, and while many govern- 





ment officials concerned with the regulation of banking are 
personally sympathetic with the branch banking idea, the 
bill is receiving no official support. 

Banking associations in many states have already passed 
resolutions against the McAdoo bill and are urging its 
defeat. The National Association of Supervisors of State 
Banks and the American Bankers Association have like- 
wise announced their opposition. Since the banking com- 
mittees of both the Senate and the House contain a number 
of champions of the small banks, it is evident that the 
McAdoo proposal has small chance of enactment. 


Social Security Decisions 


The decisions of the Supreme Court upholding the con- 
stitutionality of the vast Social Security System go far in 
extending the powers of state and Federal governments to 
enact social legislation. The majority held that both states 
and the Federal Government have the power to levy taxes 
and make appropriations for the general welfare, and that 
the conception of the general welfare is broad enough to 
include such problems as unemployment and relief of the 
aged. Moreover, the Court held that through a system of 
taxes and credits the Federal Government could induce the 
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states to enact more or less uniform legislation dealing with 
a national problem. With this doctrine established, it is 
entirely possible that some future Congress might enact 
legislation going more directly into the field of banking, 
finance, and credit than the Federal Government has gone 
in the past. 

The Social Security Board is now expected to propose 
that the law be amended to include national banks, state 








Percentage Distribution of 
Principal Bank Assets 
December 31, 1936 


(Amounts in Millions of Dollars) 





Weekly 








reporting All member All 

member banks __ banks _active banks 

Amt. % Amt. % Amt. % 

Securities . 13,742 40 19,640 40 28,193 40 

Can... 9,904 29 13,961 28 16,893 24 

Loans on real estate 1,156 3 2,405 5 8,583 12 

Loans on securities 

(except banks) 3,324 10 4,197 9 4,700*** 7 
Acceptances and com- 

mercial paper. . 351 | 503 | 600*** | 

Other loans. .... 4,358 S Gam & @7n" Vi 

Bank building | 982 2 1,346 y 

Other real estate. . 1,398** 4 367 1 1,290 2 

Other assets... . | 445 | 790 | 

Total assets 48,719 100 70,115 100 


34,213 100 


* Includes cash in vault, reserves. balances with other banks, and collec- 
tion items. 


** Breakdown not available. 
*** Partly estimated. 
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Treasury Financing 


As the Treasury entered the new fiscal year, the 
financial community looked ahead to September 15 for 
a clue to the future trend of government financing. On 
that date a 344 per cent Treasury note issue amounting 
to $817,483,000 will fall due. If the Treasury is able to 
retire a substantial portion of this without refunding, 
it could indicate that a balanced budget is being ap- 
proached or that the Social Security System is beginning 
to absorb government securities in large amount. 

That the June 15 borrowing was larger than had been 
anticipated was due chiefly to the Treasury’s desire to 
bring its cash working balance up to around $1,000,000, - 
000. Of the proceeds the Treasury retired $300,000,000 
of maturing discount bills. This increased the debt by 
$500,000,000 putting it in excess of $36,000,000,000. 

One consideration that motivated the Treasury in 
maintaining a large cash balance was the uncertainty 
of the amount of gold which it might be called upon to 
purchase for its inactive or sterilized stocks. This was 
taken as an indication that it would continue its policy 
of purchasing all gold offered and placing it in the 
inactive stocks. In spite of constant rumors both in 
this country and abroad the administration insisted 
that it would not alter the price of gold or abandon 
present policy. 

The Treasury’s total holdings of gold now ex- 
ceeds $12,000,000,000. 
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banks which are members of the Federal Reserve System. 
Federal Building and Loan Associations, and other financial 
institutions which at present are exempt. This amendment 
would put these institutions on the same status as financial 
institutions chartered by the states and at present subject 
to the law. Banks and their employees would be taxed and 
the employees would be eligible to Federal old-age benefits. 
All banks and other institutions having eight or more 
employees would be subject to the Federal unemployment 
insurance tax against which a credit of 90 per cent is allowed 
for payments made to state unemployment systems. 

Fundamental changes in the Social Security System are 
being studied by a joint committee consisting of members 
of Congress, members of the Social Security Board, and 
representatives of employers, employees, and the general 
public. This group has been presented with a formidable 
list of proposed changes, including the much discussed “‘pay 
as you go” system under which current taxes would be used 
to pay current benefits, and the present plan of a reserve 
fund of government securities would be abolished. 


Study Banking Facilities 


A survey of banking in small communities throughout 
the country has been undertaken jointly by the Federal 
Deposit Insurance Corporation and the National Associa- 
tion of Supervisors of State Banks. The object is to 
strengthen the banking structure and to improve banking 
service by determining what communities are without 
banking services, what communities are over-banked, and 
what consolidations, mergers, or moving of banks might be 
accomplished to strengthen unfavorable earnings. 

These objectives have been expressed by the FDIC for 
some time, and now state supervisors are co-operating. 


Trust Fund Investment 


Washington officials are watching with interest the 
action of several states in liberalizing laws on the invest- 
ment of trust funds in a wider range of securities. 

It is not probable that any national action will be taken 
until the Securities and Exchange Commission completes 
its study of investment trusts, one chapter of which will 
deal with commingled or common trust funds maintained 
by banks and trust companies. An interim report on this 
study may be made by the SEC later in the summer, but its 
full report and recommendations will not be ready until 
next spring. While dealing principally with the operation 
of investment trusts, the sale of their securities to the pub- 
lic, and their relationship with the companies whose 
securities they hold, this study may also include recom- 
mendations for legislation regulating the type of investment 
which these trusts may make and perhaps setting per- 
centage limits on the amount of common stock, preferred 
stock, bonds, mortgages and other investments which may 
make up the portfolio. 

While the SEC is not primarily concerned with the 
operation of trust funds maintained by banks, this subject 
is closely connected with investment trusts in general, and 
the outcome of the SEC’s study and recommendations will 
pretty much set the policy of the government toward trusts 
of all kinds. For months the Federal Reserve Board has 
had pending a set of tentative regulations dealing with bank 
trust funds, but this is not receiving active consideration at 
the present time and the probability is that nothing will be 
done by the Board until the SEC completes its study. 


Tax Revision 


Few changes in the revenue laws directly affecting banks 
are anticipated during the remainder of this session of 
Congress. Extension for another two years of excise taxes 
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which would have expired or been reduced on June 30 
included those on telephone and telegraph messages, stamp 
taxes on stock and bond transfers and issues of securities, 
and the three-cent letter postage rate, all of which affect 
banks as well as other types of business. 

It is not expected that the investigation of tax evasions 
and avoidance will affect financial institutions except inso- 
far as any of them, through trust departments or otherwise, 
have assisted wealthy individuals in creating fictitious 
corporations and trust funds expressly for the purpose of 
avoiding tax liabilities. However, the next Congress will 
be asked to make a thorough revision of revenue laws, and 
while the nature of the recommendations which the adminis- 
tration will then make has not yet been disclosed, there is no 
doubt that it will hold much of vital interest to banks. 
There has been much discussion of late on repeal or modifi- 
cation of the tax on capital gains. 


Savings and Loan Guide 


A new accounting guide for Federal Savings and Loan 
Associations has just been published by the Federal Home 
Loan Bank Board, supplementing the uniform reporting 
form prepared earlier by the Board in co-operation with the 
United States Building and Loan League. The new guide 
follows suggestions of the American Savings and Loan 
Institute and is particularly adapted to the accounting 
problems of Federal Savings and Loan Associations. The 
guide is designed to provide a uniform but flexible method 
of bookkeeping which will not only assist in making reports 
but may also reduce the expense of keeping records. 


HOLC Mortgages 


Earlier indications that Congress might interfere with 
the operation of the Home Owners Loan Corporation 
through a moratorium on its collections or a reduction in its 
interest rate now appear to have faded. 

Nearly a score of organizations have been formed in 
various parts of the country composed of HOLC mort- 
gagors in an attempt to secure more lenient treatment, and 
several dozen bills to this end have been introduced during 
the present session of Congress, the most prominent being 
one introduced by Senator Copeland of New York providing 
an indefinite moratorium on foreclosures by the HOLC, an 
extension of the mortgages from 15 to 30 years, reduction of 
the interest rate from 5 per cent to 2% per cent, elimination 
of deficiency judgments. and a provision to make the bill 
retroactive. 

Chairman of the HiOLC, John H. Fahey, recently 
addressed a letter to each member of Congress asking him 
to select three typical cases in his district in which the 
corporation had unjustly foreclosed mortgages. So far the 
response has been very gratifying to the Corporation, be- 
cause in practically every instance it has been able to 
demonstrate that it has been lenient with delinquent 
mortgagors and in most cases has foreclosed only on home 
owners who showed no disposition to meet payments. 


Federal Reserve Appointments 


Recent appointments by the Board of Governors of the 
Federal Reserve System include the following: 

W. H. Kettig of Birmingham, Ala., as Chairman and 
Federal Reserve Agent of the Federal Reserve Bank of 
Atlanta for the remainder of the current year. 

F. H. Neely of Atlanta, Ga., as Deputy Chairman of the 
board of directors of the Federal Reserve Bank of Atlanta 
for the remainder of the current year. 

Howard Gray of Huntsville, Ala., as Branch Director of 
the Birmingham branch of the Federal Reserve Bank of 
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National Bank Statistics 


Comptroller of the Currency J. F. T. O’Connor an- 
nounced May 25, 1937, that the total deposits of the 
5,311 active national banks in the continental United 
States, Alaska, Hawaii, and the Virgin Islands of the 
United States, on March 31, 1937, the date of the last 
call made for statements of condition, aggregated 
$26,515,110,000, a decrease of $1,093,287,000, or 3.96 per 
cent, from the deposits of $27,608,397,000 reported by 
the 5,331 active banks on December 31, 1936, but repre- 
sents an increase of $1,655,655,000, or 6.66 per cent, over 
the deposits of $24,859,455,000 reported by the 5,381 
banks as of March 4, 1936, the date of the corresponding 
call a year ago. 

Statistics compiled from 1918 to 1933 show almost 
consistently that for various reasons deposits declined 
at the time of spring calls. The recent decrease, how- 
ever, is the first reported for any call since June 30, 1933. 
The deposits on March 31 of this year were exceeded on 
only one other call date in the history of the National 
Banking System, namely, December 31, 1936. 

The total assets on March 31, 1937, were $30,049,172,- 
000, a decline of $1,021,269,000, or 3.29 per cent, in the 
quarter, but an increase of $1,756,153,000, or 6.21 per 
cent in the thirteen month period since the correspond- 
ing call in 1936. 

Loans and discounts of $8,469,204,000 increased 
$201,876,000 since December and $1,038,340,000 in thir- 
teen months. 

Investments in United States Government obliga- 
tions direct and fully guaranteed were $8,165,225,000, a 
decrease of $520,329,000, or 5.99 per cent, since Decem- 
ber, but an increase of $379,246,000, or 4.87 per cent, 
since March of last year. 

The book value of capital stock on March 31, 1937, 
totaled $1,586,072,000, and represented a par value of 
$1,591,701,000. 

Surplus funds of $1,059,257,000, undivided profits of 
$385,445,000, reserves for contingencies of $157,929,000, 
and preferred stock retirement fund of $8,700,000, com- 
prising a total of $1,611,331,000, increased $39,136,000 in 
the quarter and $231,362,000 since the March call last 
year. 

The percentage of loans and discounts to total de- 
posits on March 31, 1937, was 31.94, in comparison with 
29.94 on December 31, 1936, and 29.89 on March 4, 1936. 




















Atlanta for the unexpired portion of the term ending 
December 31, 1939. 

Alexander Fitzhugh of Vicksburg, Miss., as Branch 
Director of the New Orleans branch of the Federal Reserve 
Bank of Atlanta for the unexpired portion of the term 
ending December 31, 1938. 

Gilbert Prole of Batavia, N. Y., as Branch Director of 
the Buffalo branch of the Federal Reserve Bank of New 
York for the unexpired portion of the term ending Decem- 
ber 31, 1939. 

L. Whitney Watkins of Manchester, Mich., as Branch 
Director of the Detroit branch of the Federal Reserve Bank 
of Chicago for the unexpired portion of the term ending 
December 31, 1938. 

Oscar Johnson of Scott, Miss., as Branch Director of the 
Memphis branch of the Federal Reserve Bank of St. Louis 
for unexpired portion of the term ending December 31, 1937. 

Douglas W. Brooks of Memphis, Tenn., as Branch 
Director of the Memphis branch of the Federal Reserve 
Bank of St. Louis for the unexpired portion of the term 
ending December 31, 1939. 
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On this house in Frankford, Pennsylvania, 

the first mortgage loan was granted by the 

first savings and loan association in 1831. 
The amount involved was $375 


OR many years there has not been 

in this country what might be 
accurately termed a typical build- 

ing and loan association. Two distinct 
types have grown up side by side, with 
very little in common except the idea 
of fostering savings and lending to 
encourage home building. For lack 
of a better description, one may be 
termed part time, the other full time. 
The part-time building and loan 
association averages assets of $125,000 
or $150,000. Its small size restricts 
its activities to a small community, 
which often is a neighborhood in a 
large city. The people and the real 
estate of this area are known by heart 
to all members of the association’s 
board of directors. It has only one 
paid officer, the secretary, and he is 
usually paid a part-time salary which 
also includes office space in his store 
or office. The association usually has 
one meeting per month to which the 
members must bring their installment 
savings, investments and loan pay- 
ments. On the same evening the 
board meets, approves withdrawals, 
pays its bills, authorizes loans. Such 
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Progress Report on 
BurLpING AND Loan 


by 
MORTON BODFISH 


Executive Vice-president, United States Building and Loan League, 
Chicago, Illinois 


The building and loan industry is different 
from what it was in 1929, says the author... 
the trend is to fewer and larger associations 


an association has a personal attitude 
toward its savers, for everyone in the 
organization knows everyone else, 
usually by first names. 

The full-time building and loan 
association typically has assets be- 
tween $1,000,000 and $50,000,000. It 
ordinarily does business anywhere in 
its city and suburbs, perhaps also in 
neighboring communities. Its officers 
are engaged full time in its behalf, 
and are paid salaries; there is also an 
unofficial staff to handle routine and 
clerical matters. Its place of business 
looks like any other financial institu- 
tion of comparable size. Its attitude 
toward both savers and borrowers is 
of necessity less personal than in the 
neighborhood institutions and more 
analogous to the relationship existing 
in a mutual savings bank. 

Prior to 1930, between 65 per cent 
and 70 per cent of all building and loan 
associations doing business in the 
United States were of the part-time 
type, and they held perhaps 40 per 
cent of the industry’s total assets. 
From 30 per cent to 35 per cent were 
full-time type, with about 60 per cent 
of the total assets. Even then, how- 
ever, there was a distinct trend in the 
direction of fewer and larger associ- 
ations, a trend which the depression 
and legislative developments have 
hastened still further. 


FAIR appraisal of building and loan 
associations must group them with 
savings banks and life insurance com- 
panies as mechanisms for promoting 
thrift. Building and loan had an 
extraordinary growth in the ten years 


preceding the depression. In 1920 
the industry had totals approximating 
$2,500,000,000; by 1930 these had 
grown to $8,800,000,000. They were 
growing proportionately more rapidly 
than life insurance and savings de- 
posits, so that in the decade they rose 
from 10 per cent to 15.7 per cent of the 
total combined assets of these types 
of savings. 

Depression years saw their share of 
building and loan failures, but frankly 
the industry’s record was as good as 
that of other American financial insti- 
tutions. The bulk of the failures came 
from an assortment of causes. First, 


there was approximately a 40 per cent 
shrinkage in real estate values. Second, 
there were some areas which suffered 





First Vice-president of the United States 
Building and Loan League is Edward C. 
Baltz of Washington, D. C. 
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Representative of associations in the top group, with assets of $10,000,000 or over, are Perpetual Building Association, Washington, D. C., at 
left, and Standard Savings and Loan Association, Detroit, Michigan, at right 


such severe local depressions that the 
local financial institutions did not 
have a chance. Third, there were a 
few areas, most prominently Phila- 
delphia, where building and loan 
associations were by law permitted 
and by local custom encouraged to 
make second mortgage loans, and 
after a 40 per cent shrinkage in value 
the holder of a second mortgage is 
likely to get very little nourishment 
indeed. Even in these areas, how- 
ever, there are hundreds of institutions 
of the building and loan type which 
weathered the storm solid and active. 
Fourth, in some associations as in 
some of every other sort of institution 
the quality of management was none 
too high, with the results that such 





President of the United States Building 
and Loan League is Harold T. Donaldson 
of Lansing, Michigan 


associations were likely to be more 
vulnerable to the slings and arrows of 
depression than were those more 
fortunate in their management per- 
sonnel. 


"THE statistics of the industry over 

the depression years are surprisingly 
good, particularly when one knows 
just what the figures mean. Total 
resources shrank from the 1930 peak 
of £8,800,000,000 to a little below 
$6,000,000,000 in 1935, practically a 
one-third decrease. About $1,000,- 
000,000 of this came from a shift in 
bookkeeping procedures which devel- 
oped during the depression years. 
Previously most associations had been 
accustomed to using practically the 





Executive Vice-president of the United 
States Building and Loan League is 
Morton Bodfish of Chicago, Illinois 


original building and loan plan by 
which they carried all mortgage loans 
at face while the borrowers subscribed 
for shares and made payments on 
these shares until they equaled the 
face amount of the loan. Then the 
full liability of the borrower for the 
face amount of the mortgage was 
cancelled. This, of course, inflated 
statements and now most institutions 
use a direct reduction loan plan by 
which a borrower’s obligation is re- 
duced in principal each month as he 
makes his payment. Therefore, had 
this change come without any change 
in actual size, the industry would have 
shown a decrease to about $7,800,- 
000,000. About a billion dollars of 
the mortgages held by the associations 
were taken over by the Home Owners’ 
Loan Corporation. Thus a degree of 
liquidity was effected in the institu- 
tions which permitted them to meet 
the demand for withdrawals which 
grew out of the depression. Although 
some of the cash derived from HOLC 
refinancing helped the associations 
resume their mortgage lending activ- 
ities the greater part of it was paid 
to the shareholders. These with- 
drawals account for much of the 
shrinkage, and charge-offs are also 
responsible for a portion of it. 

Most building and loan associations 
have made excellent recoveries. The 
industry as a whole has made a fine 
comeback, especially on the lending 
side. In 1936 associations made loans 
totaling $1,200,000,000 in home mort- 
gages, of which $361,000,000 was for 
new construction. Our best guess as 
to home construction for the year 
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Association 


Perpetual Building Association. . 


Railroad Federal Savings & Loan 
Pitas scene a ea 


Railroadmen’s Federal Savings and 
Loan Association 


West End Bldg. & Loan Assn... . 


Home Savings and Loan Co..... 


Farm & Home Savings & Loan 


New York Edison Savings & Loan 
Assn. . 


Eagle Savings & Loan Assn 


Worcester, Home & Equity Co-Op 
Banks 








with assets of $10,000,000 or over. 


Location 


Washington, D. C. 
....New York, N. Y. 


ere ersten oa Indianapolis, Ind. 
. Newark, N. J. 
Buckeye State Bldg. & Loan Co... Columbus, Ohio 
Merchants Co-Operative Bank... . Boston, Mass. 
Youngstown, Ohio 
Old Colony Co-Operative Bank... .Providence, R. I. 
Workingmen’s Co-Operative Bank. Boston, Mass. 
Eleventh Ward Bldg. & Loan Assn. .Newark, N. J. 
Pioneer Bldg., Loan & Sav. Assn... Troy, N. Y. 


1 OS RS aon i eae Nevada, Mo. 
Fed ha SR DOE New York, N. Y. 
eee Cincinnati, Ohio 


Gem City Building & Loan Assn.. .Dayton, Ohio 


PY a ee te Worcester, Mass. 


Building and Loan Associations 
To give readers an idea of the assets of some of the larger associations, the following listing was taken 
from membership records of the United States Building and Loan League. It includes only associations 
Assets anes : Assets 

Dec. 31, 1936 Association Location Dec. 31, 1936 
$44,101,072 Wayne Building & Loan Company. Wooster, Ohio $13,316,666 
State Mutual Bldg. & Loan Assn... Los Angeles, Calif. 12,097,324 
39,568,597 Fidelity Building Assn.......... .. Dayton, Ohio 12,024,129 
35,608,517 West Side Savings & Loan Assn... .Cleveland, Ohio 11,738,003 
3 4 93 3, 344 Avery Building Association... .... Louisville, Ky. 11,205,476 
28 3 69, 812 Akron Savings & Loan Assn....... Akron, Ohio 10,982,127 
97, 33 2 533 Equitable Savings & Loan Assn... Portland, Ore. 10,981,104 
23-704, 634 Capitol Savings & Loan Co....... Lansing, Mich. 10,931,120 

sacle East Rutherford Savings, Loan & 
22,715,485 Bldg. Association.............. East Rutherford, N. J. 10,903,617 
17,942,288 Standard Savings & Loan Assn... . Detroit, Mich. 10,810,574 
16,247,532 Watertown Co-Operative Bank... . Watertown, Mass. 10,520,917 

16,132,698 Workingmen’s Bldg. & Loan 
(nen a. we 10,516,961 

15,589,296 Safety Federal Savings & Loan 
MN oe ho 5 crite bslacin dl gtd Kansas City, Mo. 10,404,530 
14,500,894 City Loan & Savings Co.......... Wapakoneta, Ohio 10,378,052 
14,400,394 Minneapolis Savings & Loan Assn.. Minneapolis, Minn. 10,305,315 

13,826,887 Serial Federal Savings & Loan 
MRS. a kewecusacucnaanee New York, N. Y. 10,247,322 
13,672,896 Bell Savings, Bldg. & Loan Assn... Chicago, Ill. 10,034,198 














placed it somewhat above $600,000,- 
000. The building and loan associ- 
ations, therefore, made more than 
‘50 per cent of the loans for American 
residential construction, which is a 
larger proportion than ever before 
even though it is fewer millions of 
dollars than back in the heyday of 
home building. 

The comeback on the savings side 
has not yet been comparable. There 
is as yet no accurate figure available 
for 1936. But it was apparent on a 
nation-wide scale that the inflow of 
savings started actively in late 1936, 
that it has continued at an accelerated 
rate in 1937, so that the gain in savings 
has this year been greater than at 
any time since 1929—this is from 
sampling, not from comprehensive 
statistics, but we are rather sure of 
our facts nevertheless. So it seems a 
conservative statement that the build- 
ing and loan industry is back on its 
feet as a vital, dynamic force in 
American thrift and residential home 
financing. 

But the building and loan industry 
today is far different from what it was 
in 1929. Even then, as has already been 
mentioned, there had set in a tendency 
toward having fewer and larger insti- 
tutions. (This same trend had mani- 
lested itself earlier and more strongly 
in Great Britain, where this type of 
institution has its roots in the soil 
lirmly, and has continued right down 
to date.) Everywhere can be seen the 
tendency to merge smaller institutions, 
with particular emphasis on combining 
enough of the part-time associations 


to produce enough working assets to 
run a full-time, open-all-day institu- 
tion. As a group, the larger associ- 
ations are coming back more rapidly 
than the smaller. Since the smaller 
associations have been largely a volun- 
tary activity, their management is 
open to the idea of mergers with 
larger institutions these days. Thus 
those whose interest in them was 
largely philanthropic may be assured 
that the greater responsibilities which 
came as an aftermath of the depres- 
sion may be discharged by _ those 
employed on a full-time basis. The 
big ones are growing so rapidly that 
the figures for 1936, when they are 
compiled, will probably show that as a 
class these larger institutions have 
ceased to shrink. Probably 1937 or 
1938 figures will be here before the 
first actual gain in assets for the 
industry as a whole shows up since 
the depression’s onset. 


NTIL 1933 all building and loan 

associations were under state super- 
vision. Until 1930 a greater and 
greater diversity of practice was de- 
veloping, particularly because pressure 
on this legislature or that resulted in 
liberalization of the state’s laws. 
When the depression struck, it sent 
the liberalizers scurrying for safety. 
They saw the error of their way, they 
either returned to first principles or 
else they went out of business. So 
between 1930 and 1933 we saw the 
beginning of the era of standardization. 

But it was only the beginning of the 
trend toward uniformity. The big 


impetus to uniformity came in 1933 
with the establishment of Federal 
Savings and Loan Associations, which 
are associations under Federal charter. 
Since then, state codes have been 
going in the direction of the Federal 
code, and state-chartered institutions 
have been tending to drift over into 
the Federal fold or, remaining under 
state charters, to become more like 
Federal-chartered associations. The 
direct reduction type of loan, long 
advocated by the progressive leaders 
in the days when all institutions were 
state chartered, has been greatly 
encouraged by operations under the 
Federal charter and its spread through 
the state chartered field is being 
hastened by this example. Another 
improvement which the Federal oper- 
ations have fostered is simplification 
of the capital structure. 

The Federal Savings and Loan 
Insurance Corporation came in 1934. 
It is similar to the Federal Deposit 
Insurance Corporation. It insures 
accounts up to $5,000, charges the 
insured association one-eighth of 1 per 
cent a year. Membership is com- 
pulsory upon’ Federal associations, 
optional with state-chartered associ- 
ations. Of some 1,250 now operating 
under Federal charter, about 650 are 
newly organized, and about 600 are 
former state-chartered associations 
which have converted to Federal 
charters. 

All told, there are about 10,200 
building and loan associations doing 
business in the United States includ- 
ing Hawaii. Only about (See page 23) 
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FINANCING Real Estate 
Lhrough \rusts 


Looking to a revival in real estate financing, the author 
oe 8 - . 8 
gives consideration to the advantages of the realty trust 


ia . b ; , i | 
"hes may be some question, Y of consideration entirely the individ- 


once real estate revival gets well P. P. PULLEN ual: the partnership, the corporation 
under way, whether or not the ms ge ‘ ie and the trust. 
public will be interested in the pur- rust Department, Chicago Title & Trust The partnership, with its unlimited 
Company, Chicago, Tlinois 


chase of real estate bonds. A product liability, its possible inopportune ter- 
of war financing, the real estate bond, mination through the death of a 
of which many billions of dollars were ‘There is plenty of life insurance’ partner, and its general restrictive 
sold during the nineteen-twenties, at money, plenty of bank money, plenty features, has been outmoded for a 




































































i present enjoys an uncertain standing. of building and loan money totake care generation. 
The attitude of the public may or may of the demand for the present through Real estate bonds were the product 
not be justified. The fact remains that individual mortgages. But eventually of a corporation. and to the extent that 
2 antiquated laws, the protracted and _ the time will come, as it does in each  their.standing is impaired so are cor- 
I expensive foreclosure proceedings cycle, when it will be necessary to go porations, as issuers of such credit in- 
h which are a necessary adjunct to real to the public for funds for real estate struments. There still remains, how- 
estate reorganizations, have operated financing. It is not too early to give’ ever, the corporation in the position 
v against real estate financing through some consideration to the form of of equity owner, which, through the 
Y bond issues. credit instrument which can be utilized issuance of stock, permits individual 
S Real estate recovery has not pro- when that time comes. investors to participate in real estate 
0 ceeded far enough at the present time Three types of business organiza- ownership. Even in this position, how- 
T to call forth any active financing. tions suggest themselves, leaving out ever, the corporation has (See page 27) 
e 
> 
g The realty trust is an organization for profit financed by a group of investors called beneficiaries 
-s 
e 
y Chis Crust Agreement, dated this. 2580... day of TINE ne 2S ote we care 2. piaenee ce Gal-te trom Gee wo den, mead to wits by Ge teehee wo vetinin, 
1e or otherwise deal with the title to said real estate, provided, however, that the trustee shall oot be required wo entes 
1937. and known as Trost Number. AGSO21BX to w culty Gat Go CHICAGO TITLE AbD TRUST Sen ae ren are ane ee Aen mits call land ar to mb toe Goble Vor oxy deemges, comm, 
h COMPANY, « corporation of lilinois, as trustee hereunder, is about to take title to the following described real ch aed S hele te Oe ee money ia due to it hereunder. Otherwise, the trustee 
is Cook. . a: The benefi or benehciarics hereunder, in his, ber or their own right shall have the management of said 
ig =... 5s County, IWinole, to-wit erty and control of the selling. und handling thereof, and shall collect and handle the rent’ earnings, avails and 
or Lots three (3), four (4), five (5) and six (6), se saebeniion a0" suk Gains meas ys ye a Geel ae ee oe ee 
Block nineteen (19) in Keeney's Addition to Prd ps ppp campos oy Aocllngrieetes except of eee heremahove provided, and after the payment 
r- Ravenswood in the City of Chicago for or ia the ame of the trustee or to bind the trustee BE in 7 Ah giemcoa no a wont © smae 
Setdad eet © all be oe we pulie select: tie wrasue on recebenhir octet ned ae eee of the sale shall be 
yn othtrwise knowa as No. 375) Morrison Street ger: d who are entitled thereto under this trust agreement 
and that when it has taken the title thereto, or to any other real estate decded to it as trustee hereunder, it will hold The Chicago Title and Trust Company shall receive for ite services io accepting this trust aod io taking title 
it for the uses and parposes and upon the ‘trusts bervin set t fueth, The following samed ervone, sail be ectitled to bereunder the sum of $..200+00 _.; also the sum of $.42200 _per year for holding title efter the Sth 
- proceeds te according to the respecti dey of June ____, 1958. 20 tong as any property remains in this trast; alse its regular schedule {ees for 
{ Frank J. Ewell 1 — Charles J. Radford oo asking dete; 
4. Nelson Harris 1/LOth Murray J. Tilden 2/10ths : Se | ive reasonable compensation i 
: Paul J. Lloyd 3/l0ths Edward E. Westman 1/10th paw ey SE ini balding. any, ther “property, wbich Le nue 
It Lawrence B. Wolf 1/10th to pay. Jom and severally saree 
es IT 1S UNDERSTOOD AND AGREED between the parties bereto, and by amy person or borane who may 
tecome entitled to any interest under tns trust, that the interest of any beneficiary hereunder shall consist solely of a 
Xe aoa Re Ry Et ay Ee IN TESTIMONY WHEREOF, the Chicago Title and Trust Company tas caused these presents to be signed by 
el pe en ER Ey 4 tf - cr dering ie einen ‘ta Sst Ser tes Swresd Gad cf ale seipumion, Se dep cad Gen aioe Sam eS te eee emeel & 
trust, his a right and interest hereunder, shall, gn mod that so teobay wha pon wert oS B CHICAGO TITLE AND TRUST COMPANY. 
h- any time shall have any right, title or imterest in or to any portion of said real estate as such, either legal 
or qualia, tat only an lesuest te ton eicabien Paw cape ylbeadta Pv Bye some g The death of any beneficiary bere- . ‘ 
Ss under shall ‘oot terminate the trust nor in any, tanner affect the powers of the trustee hereunder. No assignment of rs Loa cclan eye ira eet By... aniigegs a 
Ss any beneficial interest hereunder shall be binding on the trustee ae the original ar a duplicate of the assigament is ssistant Secretary. Vice-President 
. oY ed with the trustee, and a exeny sesigeasons of any beneficial ioterest hereunder, the original or duplicate of which 
‘|- oe lodged trustee, shail Sold av to all subsequent wtngnce of prchuars witout notion 
o id shall of account or neficiaries have si is ration a rust at ‘rus reement in order to 
1g Aa ey ot boing eo as said real ate or counecticn . this trast o! in case sad ne sani ten pert y perder ee sh igned this Declarat f Trust and Trust Agreem order t 
to person Property, fines or gg under any aw Or ‘otherwise. the enetciaries hereunder “do ‘bereby, jtaty 
re snd every Be saree the that + ale a o Gumel we to oe cai a, with interest Sore. ot On rate of 7' (seas) I dicsile sintdiidas- is raipsipesictanniionaieaiios sittin 
- NP gy fy ay Ab En Ee 
r* incurred Pon ai Borat shall have been fully eae caer eg org A as oon Reales: nothing becels Leman) Address *~ 
ns prosecute or defend aay’ legal ovedna. ra Lf FFE, i 
* fered wt und ultra ther non Oy RR he BL, (seas) ca NRRL CE Beene PSE cs ae 
: shy Mune os SRR aes ten 
This tr: gh pyogenes gn gm ming on record in the Recorder’s Office of the county in which the land is situated, 
or damen: and the recording of the a in ell est be considered as notice of the rights of any person hereunder, (Seat) Address............ 
()() terogatory to the title or powers of sai De oe 
ny the = Sree sae ne re, oy soi by 4 last known =) Bg gh oy Fa fod pRB aout am | Sean} FEE RS FE re ae ea ot A Oe eae 
Ss ten daya after the mailing of such notices by the Trustee. In the event of such resignation, 2 successor or’ successors 
d- ray de ort peten peracetic to doe ie Tranee te “Gapeion cf the tre pepe, sian 3 seas} Address. 
an Wane coe tg negra ee sae in fen aye ‘after the tailing of such notices by the Trustee, then eeepc eesinerrieen cemeteries nl SE SRE et te 
23} the Eas option, bag a bill rg’ Pay te relief in any court at ee ee “fhe Trees sie cca allele Address. 
: continue to have « first lien on the trust property for its costs, expenses and attorneys’ 
ere — for nay reasonable compensation. 
ren si waa, dae a or Hore 4 mer a ante oe become fully vested with aff the estate. properties, ee en | TCS | Address.......... 
= ‘nid i Shag Ti wo Frye Coy. i det iy coe wwhes sathorned to do on rg May the name of any beneficiary be disclosed to the public ?. 
Paul J. Lloyd To whom shall inquiries be refcrred?. 
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FEW short years ago we knew 

little about the market for trust 

service. Trust departments had 
been established in many cases be- 
cause banks recognized in a general 
way that the wealth of the community 
would sooner or later pass through the 
probate court, and: that a_ service 
could be rendered in handling and 
managing estates. It was likewise 
recognized that such a service should 
be profitable. But actual analysis of 
the market for the service was not 
undertaken, and results were not 
always up to expectations. There 
were many reasons, but one was surely 
a lack of understanding of the market. 
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When You Study 


by 


Rust MLARKET 


ALBERT JOURNEAY 


Vice-president, The Purse Company, Chattanooga, Tennessee 


You would probably find the facts about 
your own local market for trust service 
as enlightening as those in this article 


Even today it can be stated without 


fear of contradiction that only a 
handful of trust departments in the 
entire country know their markets 


and are obtaining a satisfactory per- 
centage of the business that is available. 

In viewing the field, we must stress 
the point that the trust department is 














Estate Survey, Boston, Massachusetts, 1932 to 1937 
This survey is both an interesting study of estates probated in one particular area and an example of figures available to trust 
companies from such surveys. It covers 2,612 estates, of $25,000 or over, probated in Norfolk, Essex, Suffolk, and Middlesex 
Counties, Massachusetts, during three successive periods. The first period ran from September 1, 1932 to August 31, 1934. The 
second period ran from September 1, 1934 to January 31, 1936. The third ran from February 1, 1936 to January 31, 1937. Each 
of these periods is represented by separate figures in the following tabulation. All figures are arranged in groups of three; the 
first figure in the group representing the first period. 
Number Per Cent Total Value Per Cent Number Per Cent Total Value Per Cent 
of Estates of Total of Estates of Total of Estates of Total of Estates of Total 
Estates of $25,000 and over 1,224 $225,456,464.99 ...... Women’s estates......... 539 44.0 $70,993,595.04 31.5 
823 137,608,342.62 ...... 376 = 45.7 51,360,928.52 37.3 
565 128,297,626.90 ...... 275 = 48.7 49,538,159.57 38.6 
PEE one n eve ye Women’s estates served 65 12.1 —5,603,520.59 7.9 
8.561.121.72 67 solely by corporations... . 41 10.9 3,300,569.61 6.4 
Personal Property. ...... 205,884,620.24 91.3 3 105 4.521,261.64 a 
126,459,761.96 91.9 Men’s estates served solely 81 18 14,346,993.06 9.3 
119,736,505.18 93.3 by corporations......... 53 6,933,588.12 8.0 
Estates in which corpora- 146 =11.9 19,950,513.65 8.9 41 14.1 15,349,899.92 19.5 
—peaehee i ae 6419600... 
Estates served by co-fiduci- 151 12.4 —51,699,521.25 23.0 jy i 
aries, corporations and in- 99 12.0 34,133,373.05 24.8 - i ala 
dividuals Ceoeeeesrsesecees 75 | 3.3 31 71 3,109.51 24. Average woman's estate. . 1 3] 7 1 3.50 oa 
Estates served by corpora- 297 24.3 71,650,034.90 31.8 Cs.) ie 
tions regardless of co-fidu- 193 23.4 44,367,530.78 32.2 180,138.76 ...... 
Ny a5 ce nadeess 145 25.3 51,584,271.27 40.2 A ? 295,493.24 
Estates served by indi- 927 75.7 153,806,430.09 68.2 saa cleeasilart aii 19994794 
viduals WerreerrRarrrere 630 76.5 93,240,81 1.84 67.8 271 "584.37 wane 
420 743 76,713,355.63 59.8 wae 
Intestate estates......... 183 15.0 21,715,282.65 9.6 Average estate with trust 410,737.45 ...... 
100 »=—-12.2 12,363,639.94 9.0 provisions.............. iS ee 
61 10.8 7,701,738.46 6.0 359,653.64 ...... 
Trends Indicated 
The percentage of real estate assets in estates probated shows a steady decline . . . . The percentage of estates giving corporations sole appoint- 
ments remains the same: 11.9 per cent, 11.4 per cent, 12.3 per cent .. .. The value of the average estate under sole corporate appointment in 1936 was 
more than double that in the 1932-34 period. The value was $136,647 in the 1932-34 period, and $283,873 in 1936.... The value of the average man’s 
estate under sole corporate appointment was $374,387 in 1936: the value of the average woman’s estate was $155,905. ... Individuals continue to be 
named in 75 per cent of the estates. The dollar value of the individually served property shows a definite decline in the third period... . Intestacy is on 
the decline: 15 per cent, 12.2 per cent, 10.8 per cent. The dollar value of intestate estates is on the decline: 9.6 per cent, 9.0 per cent, 6.0 per cent. 
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Four counties in the Boston area were studied through three successive periods extending from September 1, 1932 to January 31, 1937 


still young. It is just emerging from 
adolescence.. To this time its energy 
has been devoted toward solving the 
problems of becoming established. It 
had to walk before it could run. It 
had to learn how to guard against 
dangers. 

Now this foundation has _ been 
tested by a major depression and many 
of the weaknesses corrected. It has 
come, therefore, to a new period in 
its growth, one that is full of promise 
for never before has its service been 
as greatly needed as it is today. That 
brings the trust department to a new 
consideration of its market. It must 
know which people need its services, 
where to find them, and how to 
interest them. It must know the 
reasons why people turn to the cor- 
porate trustee, as well as why they 
don’t. It must know its competition, 
its strength and its weaknesses. It 
should know how much business there 
is to be had. 


FOR the past few years it has been 

the pleasant duty of the writer and 
liis associates, with the help of a 
number of leading new business execu- 
lives of trust companies, to study the 
market for trust service and the will- 
making habits of people. This has 
been a most enlightening and not a 
difficult task, fortunately, because the 
records of our probate courts afford 
an ample source of information on 


important points. They offer perhaps 
the best known source of information 
on accumulated wealth. From these 
records it has been possible to extract 
statistical information which can be 
used both to view the present and to 
predict the future. Some of the facts, 
such as those showing that: (1) will- 
making is not seasonal, (wills are 
made in every month of the year in 
fairly even proportion); (2) a third of 
all wills are made within a year of 
death and another third are over 
five years old; (3) women leave be- 
tween 30 per cent and 40 per cent of 
estates; (4) 15 per cent of estates over 
$25,000 and 50 per cent of all estates 
are intestate, were presented in pre- 
vious articles in this magazine. 

New surveys now support the con- 
clusion that the corporate fiduciary is 
serving only a fraction of its potential 
market. It is encouraging, however, 
to note in some cities a favorable trend 
toward the trust company. As a case 
in point the accompanying brief sur- 
vey of estates in the Boston area is 
submitted. This study was made 
jointly by my associate R. P. Kelsey 
and Ralph M. Eastman of the State 
Street Trust Company, of Boston. 
Since this study covers three periods 
of unequal length, the last of which 
has just been completed, our conclu- 
sions must be drawn by a comparison 
of percentages. In the _ two-year 
period from September 1, 1932 to 


August 31, 1934, corporate fiduciaries 
were named solely in 8.9 per cent and 
in a co-fiduciary relationship in 23 per 
cent of all probated estates of $25,000 
or over. In the most recent period, 
from February 1, 1936, to January 31, 
1937, the record shows their being 
named in 15.5 per cent and 24.8 per 
cent respectively. In other words 
where they were obtaining 31.8 per 
cent of their market they are now 
obtaining 40.2 per cent. 


IN some other cities surveys have 

shown trust companies with less than 
10 per cent of the business, while in a 
few large cities they are obtaining as 
high as 50 per cent of the estates over 
$25,000. As a whole the corporate 
fiduciary is probably getting about 
25 per cent of the worthwhile estates. 

Towner Phelan, of the St. Louis 
Union Trust Company, has gathered 
figures over a ten-year period on 
estates over $100,000 probated in the 
St. Louis Probate Court. In _ this 
classification were 543 estates with a 
total volume of $291,765,098. St. 
Louis is one of the most advanced 
cities as regards both trust operation 
and new business methods; as might 
be expected the corporate fiduciary 
makes a better showing there than 
has been made in most other cities. 
The trust companies there obtained 
236 of the estates with a volume 
of $154,531,468, while individuals 
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were named in 307 estates totaling 
$137,233,630. In estates less than 
$500,000 the individual executor’s 
volume was greater. Every trust officer 
in St. Louis realizes that if their new 
business effort was not maintained, 
the next ten years would show a 
material falling off in trust company 
business. Nor does any one of them 
believe that the ceiling is nearly 
reached, especially in estates from 
$25,600 to $500,000. 

Paul S. Chalfant, outstanding ex- 
ponent of trust market analysis, finds 
that in Los Angeles County, Cali- 
fornia, there are living over 52,700 
people who will die leaving estates 
over $25,000. He arrives at this 
figure by the simple process of multi- 
plying the adult population by 3.1 per 
cent, the percentage of adults dying 
in recent years leaving estates in that 
classification. 

Mr. Chalfant also points out that 
in three urban California counties the 
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annual probate fees were $1,555,000, 
and that of these fees corporate 
fiduciaries received only $300,000. 

In one Metropolitan center annual 
probate fees on estates in excess of 
$10,000 were $565,000. Trust com- 
panies received as their share $100,006. 

Surely this is evidence of an un- 
developed opportunity. It should be 
a decided stimulus to the farsighted 
trust executive. 

The question naturally arises as to 
what percentage of the total! estates 
trust companies may ultimately hope 
to secure. Some have expressed a 
belief that 60 per cent to 70 per cent 
would mark the ceiling. While this 
must for some time to come remain 
only a matter of opinion it is interesting 
to note that a three-year survey of 
taxable estates probated in Honolulu 
shows trust companies named in 85 
per cent of the volume and further 
shows intestacy on the island to be 
the rare exception. This is far higher 


than any comparable figures covering 
cities on the mainland, but there is 
no reason to assume that under proper 
conditions the same saturation may 
not be achieved in other American 
cities. 

One other factor is of especial 
importance in the future of the trust 
department. Today that department 
is taking on greater importance in the 
eyes of banking executives. They 
have watched its earnings during 
recent important years. They sense 
that it has progressed despite limited 
advertising and new business budgets. 
They realize that, with reasonable 
co-operation from the bank’s staff and 
with sound advertising and new busi- 
ness methods, it can go far beyond its 
present position. The trust officer 
who confronts his management with 
facts, not generalities, may confi- 
dently expect the support that is 
necessary to do the things he knows 
can be done. 


Booklets for Bankers 


EADERS can obtain free copies of the material listed below by addressing their requests, on 
their bank’s letterheads, to The Editor, The Burroughs Clearing House, Second Boulevard 


and Burroughs Avenue, Detroit, Michigan. 


the courtesy of their various publishers. 


New Booklets 


For Modernization or New Construction 
Air Conditioning—A series of folders is available 
showing complete, movable ‘“‘all-in-one’’ air con- 
ditioner, individual room conditioner, and central 
conditioning system. Heating units are also 
illustrated. System has satisfied users throughout 
United States. The list includes prominent 
hotels, banks, theaters, department stores, office 
buildings, shops and clubs. 


After Ten Years—Stirring picturization of the 
new era in concrete engineering—building, resur- 
facing, etc., with 24-hour cement. New type 
cement does away with non-productive time wait- 
ing for concrete to harden, reduces forming costs, 
and promotes smoother job operation. Free book- 
let illustrates outstanding instances where 24- 
hour cement has been used. Of interest to banks 
contemplating modernizing or constructing new 
buildings. 


Railway Express Solves My Collection 
Problems—Special service rids one of troubles, 
delays, worries in collecting out-of-town accounts. 
Small pamphlet gives details of service, including 
a schedule of charges for collecting and remitting. 


Common Financial Terms—a small booklet 
which furnishes brief, understandable definitions 
of frequently used financial terms. Example: 
Equity—the extent of the owner’s right in his 
property after provision for paying all claims and 
liens against it. For practical purposes, the 
definitions are complete, but have not been car- 
ried to finality in all cases. Published by a mid- 
west financial house for its customers, and now 


being offered to a limited number of readers of 
The Burroughs Clearing House. 


True Conservatism vs. Conventional Con- 
servatism in the Management of Invest- 
ments—Frank discussion of investor miscon- 
ceptions and fallacious reasoning which cause 
losses. Not particularly applicable to bank in- 
vestment or legal trusts, but of unfailing interest 
to individual investors and to trust managers with 
discretionary powers. 18 pages. Published by 
an investment counsel organization. 


Real Estate Mortgage Bonds—Printei re- 
ports giving detailed information on more than 
200 widely held real estate bond issues. Each 
report covers a separate property and contains 
latest available information about earnings, re- 
organization progress, occupancy, and other per- 
tinent data. Banks and security dealers desiring 
copies should specify name of issue in which 
interested. 


Booklets Still Available 


Callable Bond Issues—A pamphlet tabula- 
tion of 300 callable Railroad, Public Utility and 
Industrial bonds of general market interest bear- 
ing 4% per cent, 5 per cent and higher coupons 
which have sold over their call prices this year. 
It tabulates their pertinent redemption provisions 
and shows, as of the first day of each month for a 
six months’ period, the price at which the yield is 
exactly zero to the first possible call date. 


True Stories of Constructive Banking— 
Originally published as a series of nine advertise- 
ments by an Ohio bank, but now available in 
booklet form through courtesy of Financial Ad- 


The booklets and pamphlets are available through 


vertisers Association. The stories have their 
counterpart in practically every community, so 
have possibilities for local adaptation. Banks 
looking for new ideas for their advertising will 
find this booklet helpful. 


Uncovering Profits Hidden in Repeated 
Name and Data Writing—A comprehensive 
illustration of the profitable adaptation of ad- 
dressing machines to modern business, including 
banking. The technique is, basically, repeat 
printing of names, facts, addresses, etc., from 
master plates to such forms as statements, notices, 
bills, booklets, collection cards, checks, cata- 
logues, and announcements. Representative 
plates and the forms produced from them are 
illustrated, as well as several models of addressing 
machines. 


Convenient Housing of Ledgers Combined 
with Fire Protection in One Unit—Illustrated 
six-page folder describes a new development in 
ledger safes. Emphasizes the new feature of a 
sliding, revolving ledger tray that makes it pos- 
sible to bring the ledger sheets to a natural, con- 
venient posting position, and at the same time 
provide housing and day and night fire protection. 


Investment Service 


Definite Bond Market Recommendations 
—An eight-page analysis and forecast of the bond 
market with definite buying and selling advice is 
offered by an impartial financial service. This 
includes some 150 bonds divided into two groups: 
Investment bonds, such as those held by banks 
and trustees, and bonds suitable for holding by 
business men. 
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A recent camera study by Ewing Galloway of the magnificent Supreme Court Building, Washington, D.C. It is of white Vermont 
marble, of classical design, and distinguished by huge Corinthian columns 


Court DEcIsIons ... 


An important ruling on loans against assigned accounts... A de- 
cision that distinguishes between the written and the published 
notice... A new interpretation of real estate foreclosure value 


Assigned Accounts 


Banks taking assignments of bor- 
rowers book accounts, conditional sale 
agreements and similar items as col- 
lateral will be interested in a recent 
Federal decision in Pennsylvania. 

There a merchant executed an 
assignment of certain bailment lease 
accounts, but retained the leases and 
collected the accounts. Subsequently 
he went into bankruptcy, and the 
trustee demanded that the assign- 
ments be set aside and turned over to 
him on the ground that they were in 
fraud of creditors. 

Some of these assignments provided 
that, while the bailment leases re- 
mained in the hands of the merchant, 
they were to be held separate and 
apart in trust exclusively for the 
assignee. Other assignments provided, 
in addition, that moneys collected by 
the merchant on the lease accounts 
should be held separate and apart in 
trust for the benefit of the assignee. 

Discussing the assignments which 
did not provide for the holding of col- 
lections in trust for the assignee, the 
court pointed out that the merchant 


by 


CHARLES R. 
ROSENBERG, Jr. 


Member of the Bar of Pennsylvania and of the 
District of Columbia 


was obligated only to hold the leases 
in trust for the assignee, but so far as 
collections on the leases were con- 
cerned, he was not required to apply 
them toward the payment of his debt 
or to hold them in trust for any pur- 
pose, but could use them as he saw 
fit. These assignments, the court 
held, were fraudulent and void as to 
the other creditors because the mer- 
chant reserved dominion of the ac- 
counts inconsistent with the effective 
disposition of title. 

With respect to the assignments 
requiring the merchant to hold the 
collections in trust for the assignee, 
however, the court found that those 
assignments were not void because 
the merchant was not permitted to 
deal with those accounts as if they 
were his own. 

In holding some of the assignments 


void as explained, the court relied on 
the leading case of Benedict vs. Ratner, 
268 U. S., 353, in which the United 
States Supreme Court held that assign- 
ment of book accounts as collateral 
is fraudulent as against creditors 
where the assignor reserves dominion 
or control of the accounts inconsistent 
with the effective disposition of title 
to the accounts. 

This case suggests that in the 
familiar transaction where a merchant 
assigns his book accounts to a bank as 
collateral, but is permitted to collect 
the accounts himself, the bank should 
be protected by some provision to the 
effect that collections on the accounts 
are to be held in trust for the benefit 
of the bank and that all contracts and 
other papers pertaining to the accounts 
are also held by the borrower in trust 
for the assignee bank. (In re Samuel 
Kades, Inc., 18 Federal Supplement, 
455.) 


Giving Notice 
Does a bank necessarily lose its 
right to recover its money in liquida- 
tions, receiverships and similar pro- 
ceedings if it fails to file its (See page 29) 
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BON 

Speed has won us many 
customers but accuracy 
and quality workman- 
ship holds them. Our 
service embraces de- 
sign, careful production 
and safe delivery. Not 
until your customer 
approves of his check 
book do we consider 
our service complete. 


e. 


CHECK PRINTERS /WC., 


Lithographers and Printers 
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PLANTS AT 
CHICAGO =CLEVELAND KANSAS CITY 
NEW YORK ST. PAUL 
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DEPOSIT TOTALS 


Canadians had more money on 
deposit in commercial banks in March 
than at any previous time. The Bank 
of Canada statistical summary, May 
issue, showed total deposits, including 
inter-bank deposits, at $2,853,000,000 
for the month of March. The previous 
high point was in the boom year of 
1929 when deposits totaled $2,837,- 
000,000. The total for March in- 
cluded $2,295,000,000 of Canadian 
deposits and $424,000,000 of foreign 
deposits. The Canadian total was 
divided into $711,000,000 demand 


| deposits and $1,584,000,000 time or 


savings deposits. There has been a 
gradual expansion in totals since the 
low point of $2,322,000,000 in 1932. 
The upward trend has gained con- 
siderable momentum because $209,- 
000,000 of the $531,000,000 increase 
since 1932 took place between March, 


| 1936 and March, 1937. 


BRANCH STATISTICS 


One of the most constructive de- 
velopments in Canadian banking re- 
cently has been the reversal of the 
downward trend in branch totals. 
April was the third consecutive month 
in which the number of new offices 
exceeded the number discontinued. 
Nine new branches and sub-agencies 
were opened and three closed. 

For the three months ending April 
the score stood nineteen new offices 
opened and nine closed, contrasted 
with four opened and seventeen closed 
for the same period a year ago. In 
the background has been the spectacu- 
lar mining development in the northern 
areas of the country. Of the nineteen 
new agencies opened, fourteen were 
identified with mining. The new gold- 
fields in Northern Quebec received 
seven of the new establishments while 
Ontario mining camps: received three. 

The first gold mining branch to be 
opened in Saskatchewan was estab- 
lished by the Bank of Montreal at 
Goldfields. A sub-agency to Princeton, 
British Columbia, was located at 
Copper Mountain by the Canadian 
Bank of Commerce. The Commerce 
also reopened a branch at Sherridon 


| a copper town in Northern Manitoba. 


POSTAL SAVINGS 


Falling in line with the increased 
tempo of modern banking, the con- 
servatively operated Canadian Post 
Office Savings Bank will adopt regula- 
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tions designed to improve service to 
depositors. This is indicated by an 
announcement by the _ postmaster- 
general intimating that changes would 
make withdrawal provisions less cum- 
bersome. 

Established in 1867, the Post Office 
Savings Bank had nearly $63,000,000 
on deposit in its peak year of 1908. 

Branch expansion by the chartered 
banks and the establishment of other 
savings corporations provided aggres- 
sive competition which has been re- 
flected in a gradual decline in Postal 
deposits leaving the savings total 
at around $22,000,000. 

The Postal bank operates under a 
rigid set of regulations. Withdrawals 
over $50 are referred to Ottawa before 
payment. It is understood that the 
new governmental policy will seek 
to cut delay and red tape. 


TRAILER SUGGESTION 


A Canadian bank officer who has 
done his share of pioneering in out- 
of-the-way places and who is a trailer 
enthusiast, suggests a Utopian era in 
which much of sub-agency branch 
extension might be handled with this 
popular vehicle. ‘What could be 
more satisfactory,” he asks, ‘“‘than 
rolling into town in a comfortable 
trailer fully equipped as a banking 
office?”’ One advantage would be that 
if the town decided to move to a new 
site, as sometimes these infant cities 
do, it would only be necessary to step 
on the starter and move along. Or if 
a village folded up the branch could 
be transferred with the aid of a few 
gallons of gas. 


> 


MOVIE SUGGESTION 


The sound picture, ““The March of 
Trade,” released by the National 
City Bank of New York, seems to 
offer a suggestion for the Dominion. 
Canada offers many thrilling and 
colorful settings for a banking epic. 
There are possibilities involved in the 
experiences of banks in establishing 
branches in a typical Canadian gold 
rush: Airplane dashes for the gold 
field. Dog-team treks. The prob- 
lems involved in transporting heavy 
equipment through the wilderness. 
Tractor train races against the spring- 
break-up. The menace of forest fires. 


BANK DEBITS 


Canadian tellers thumbed over 
checks amounting to $3,376,200,540 
in April compared to $3,189,836,520 
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for the previous month, and $2,773,- 
756,280 for the same month a year 
ago. These debits to individual ac- 
counts, always a sensitive barometer 
of economic conditions, indicate a 
widespread improvement in Dominion 
business as twenty-nine of the thirty- 
two clearing houses recorded gains 
when compared with last year’s figures. 
The increase for all of Canada was 
22 per cent. 


CLEARING HOUSE ITEMS 


Rouyn, copper metropolis in north- 
ern Quebec, received its fourth bank- 
ing office when the Imperial Bank 
established a branch . . . Branches 
of Canadian commercial banks in 
Canada numbered 3,509 at the end 
of April with 3,363 located in Canada, 
25 in Newfoundland and, 124 else- 
where ... Reflecting a quickening of 
business activity, current loans of 
the Canadian chartered banks in- 
creased $16,000,000 in April to approxi- 
mately $710,400,000 . . . Assets of 
loan corporations registered in Ontario 
decreased 6.6 millions in 1936 and in 
the same period assets of trust com- 
panies increased 13 millions . . . First 
Canadian coins of George VI’s reign 
have been issued, featuring many 
radical changes in design. 


Progress Report on 
Building and Loan 


(From page 16) 400 of those doing busi- 
ness under state charters are in- 
sured, though the number is going 
up consistently month by month. 
The Federal Savings and Loan Insur- 
ance Corporation has the right of 
examination of its members, exercises 
considerable supervision over them. 
Working relationships between Federal 
and state supervisory officials are still 
in the making. Today about 15 per 
cent of all institutions are insured, 
about 20 per cent of the assets. Both 
percentages go up steadily month 
after month. 

The Federal Home Loan Bank 
System, with twelve district banks in 
districts rather similar to Federal 
Reserve districts, is another Federal 
contact with the industry. The sys- 
tem was intended for the use of build- 
ing and loan associations, life insur- 
ance companies, and savings banks. 
It is possible for a member of the 
system to borrow by putting up 
mortgages as collateral. Of the capital 
of the Federal Home Loan _ banks 
$125,000,000 came from the United 
States Treasury. The rest comes 
when an institution, to become a 
member, buys stock equal to 1 per 
cent of its home mortgage loans. 

As it worked out, the system be- 
came almost exclusively a_ building 











x 
CONVENIENCE 


Both of the Diebold Engi- 
neered products on this 
page define the two sides 
there are to your equip- 
ment dollars. Banks who - THE ELECTRIC 
install the Electric Rekor- REKORDESK 
desk to bring certified fire 
protection to savings records and signa- 
ture cards, soon reorder additional units. 
Why? Because Diebold gives their tellers 
many advantages in serving the public 
that no other manufacturer can. Smooth 
operation, quick reference, fast entry, 
and space economy quickly pay the 
equipment investment. 


x 
PROTECTION 


There is only one Revolv- 
ing, Sliding Tray Ledger 
Safe! Only Diebold looked 
into the physical disad- 
vantages of an operator 
trying to use records 
“down in a well”. We not only brought REVOLVING 
them up, but we made it possible for SLIDING TRAY 
the entire tray to be swung at any LEDGER SAFE 
angle and then pulled forward for 
quick reference. Result... Much greater 
visibility: faster posting, more accounts 
per operator. Write us. 


EB OLD iss, comy 
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und loan association organization, 
because these are practically the only 
type of financial institution which is 
willing to borrow to make residential 
loans. The life insurance companies 
and savings banks and other banks 
had rather drop out of the lending field 
than borrow when funds run _ low. 
There were at last accounts 3,760 
member associations in the system, 
with total assets of $3,300,000,000. 
This is something above 55 per cent 
of the total assets of the industry, 
but less than 40 per cent of the 
institutions. Obviously, practically all 
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system. At the end of 1936 the Home 
Loan banks had loans outstanding of 
$145,400,000, an increase of $43,000,- 
QOO, in the course of 1936. To get 
more funds to lend, the banks can 
issue debentures, which carry no 
Federal guaranty. The first suca 
issue of $25,000,000 in 1 and 1% per 
cent one-year debentures was several 
times oversubscribed when marketed 
early in May, 1937. 

The trade association of the industry 
is the United States Building and Loan 
League. It was organized in 1892 for 
the primary purpose of obtaining state 
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LAWREN M of field warehousing readily marketable inventories. 


By this method, you may profitably develop new accounts which would 
be undesirable under other security arrangements. And, you can increase 
accommodations to certain present customers. 


The service of LAWRENCE SYSTEM costs your bank nothing and 
is available for use with practically any commercial account of size. 


It brings these specific benefits: 


INCREASED LOAN VOLUME= credit lines may often safely exceed open 
limits 100 to 300%. Security is always adequate. SELF LIQUIDATION= partial 
loan payments can be made as collateral commodities are released. 
ELIGIBILITY FOR REDISCOUNT = LAWRENCE SYSTEM paper based on 
stable commodities is acceptable at Federal Reserve. 


For information on any phase of LAWRENCE SYSTEM field warehousing, 
write or call Department C-3 of the nearest office. Ask for free copies of the 


booklet, ‘‘Warehouse Receipts as Collateral.” 
|AWREN CE 


STEM 
A. T. Gipson, President 


Member: AMERICAN WAREHOUSEMEN’S ASSOCIATION — Since 1916 


NEW YORK: 52 Wall St.e CHICAGO: One North LaSalle St.* BUFFALO: Liberty Bank Building 
BOSTON: 49 Federal St.* KANSAS CITY, MO: Commerce Trust Bldg.* DALLAS: Santa Fe Bldg. 
HOUSTON: 601 Shell Bldg.» LOS ANGELES: W. P. Story Bldg.e SAN FRANCISCO: 37 Drumm St. 
FRESNO, CALIFORNIA: 2030 Anna Street * PORTLAND, ORE: U. S. National Bank Building 
SPOKANE: 155 South Stevens * SEATTLE: 1014 Fourth Avenue South e HONOLULU, T. H. 








Creating Commodity Paper Against I nventory 
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CERTIFIED ON CHECKS...LAWRENCE ON WAREHOUSE RECEIPTS 
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associations. Until 1930, its head- 
quarters was at Cincinnati and it 
had between 900 and 1,000 members. 
In 1930 it established executive offices 
in Chicago, and for the first time 
employed a full-time staff and execu- 
tives. Since then it has grown very 
rapidly, so that today it has 4,300 
members representing about 80 per 
cent of the industry’s assets. 

We have taken on a number o| 
subsidiary activities since 1930, and 
experience is showing the importance 
of these in their field. Most significant, 
as a means of upgrading the personne! 
of the industry, is the American Sav- 
ings and Loan Institute. This is an 
educational institution, modeled on 
much the same lines as the American 
Institute of Banking. Another sub- 
sidiary organization is the Society ol 
Residential Appraisers, an outgrowth 
of the appraisal division of the League. 
So far, anyone anywhere is entirely 
within his rights in setting himself up 
as an appraiser, no matter what his 
experience, abilities, or lack of these. 
The purpose of the Society is to 
develop literature and a method of 
appraising which will be generally 
recognized, and ultimately to establish 
a set of standards to which an indi- 
vidual must measure up before he can 
be a member of tne Society and gain 
its stamp of approval. Eventually it 
is hoped that an appraiser must meas- 
ure up to just as appropriate a set of 
standards as must, say, a certified 
public accountant. 

The League has also an advertising 
and business development division, 
which serves many of our members 
almost as an advertising agency and 
which also syndicates advertisements. 
We publish four periodicals: The 
Savings and Loan Journal; Residential 
Appraisers Review; Legal Bulletin; 
and Confidential Bulletin. 


HE building and loan field in 1937 

presents, therefore, a greatly altered 
view from that in 1929. The industry 
has gone through a period of stress 
which here, as in practically every line 
of business, has eliminated most oi 
the weaker units as well as unfortu- 
nately some of those which deserved 
better things. The tendency toward 
fewer and larger units has continued 
and strengthened until nobody can 
today deny its existence and steady 
increment. ‘The tendency toward 
greater diversity of practice has re- 
versed itself, so that today the trend 
is all toward uniformity. The exclu- 
sive supervision by the states has been 
supplemented with Federal supervision 
not only of Federal-chartered associ- 
ations but also of state-chartered 
members of the Insurance Corporation. 
Federal participation in insurance has 
removed from the minds of savers 
many of the same fears which caused 
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trouble to commercial banks before 
the days of the FDIC. And the 
Federal Home Loan Bank System has 
made possible, and profitable, the 
acceptance of any good loan business 
that an individual association can 
obtain, with increased stability for 
members because of the possibility of 
turning assets into cash to meet un- 
expected demands from savers. 

\Moreover, the industry is today 
well organized in its closely knit trade 
association, with a constructive and 
aggressive program looking to the 
continued betterment of practices and 
institutions everywhere in the field. 
The industry, having survived the 
depression, is showing steadily better 
records in its comeback, with every 
indication that it will be only a few 
years before the total resources will 
exceed those of the pre-depression high. 
Meanwhile, for solidity and improve- 
ment of standards throughout, the 
industry has surpassed anything ever 
known before 1929. 


A Look at the Job of 
Working in a Bank 


(From page 10) sterner slul!. They could 
take it. 

Seriously, before you quilt the bank 
because you have been sharply told to 
come to attention, better look into 
some other lines. When you have 
heard a city editor instructing a cub 
reporler who missed a story: when you 
have listened to what a sales manager 
says Lo a man who missed a sale; when 
you have heard a head draftsman giv- 
ing his personal impressions to the man 
who botched a drawing with a wrong 
measurement; when you have heard 
how a foreman regards the machinist 
who has ruined a piece of work; you'll 
know something about what the man 
who intends to learn has to take. And 
you won’t resent what your boss may 
say, but make his harshness an in- 
centive not to be careless again. 

To be fairly successful in a bank up 
to the teller’s cage takes a certain de- 
gree of intelligence and ability to meet 
and deal with people and takes besides 
three things —honesly, accuracy, and 
faithfulness. So much has been said 
extolling these three virtues that it 
would seem as though a combination 
of all three would be a very rare, and 
therefore a very precious commodity. 
The fact is that most people are honest, 
most people are faithful, and a great 
many are born with accurate minds. 
The law of supply and demand applies 
to character, the same as to potatoes 
or hogs, and because there is so much 
of the combination of these three 
attributes on the market, the price 
quotations are low. The world pays 





relatively little for accuracy, but pays 
the highest price for imagination, con- 
trolled imagination. 

In every large bank and a great 
many small ones we find men, some- 
times called “permanent tellers,’’ who 
have grown old at their work behind a 
desk or a counter, without ever attain- 
ing the status or emolument of officers. 
These men are often pointed to as 
awful examples of the hopelessness of 
a bank worker, as martyrs to a system. 
But are they? 

That combination, honesty, faith- 
fulness, accuracy, is so common that 
it doesn’t fetch a fancy price in any 
market, but it is especially valuable in 
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a bank. I believe that most of these 
men have actually done better in the 
long run, have been better paid, more 
comfortable, safer in their jobs, than 
they would have been in most other 
lines of business. 

So much for working in a bank for 
the present, and in the long run. Now 
as to promotion, getting into the “big 
money.” 

You cannot make up an army en- 
tirely of generals, colonels and cap- 
tains. There has to be the “rank and 
file,” the petty officers and privates, 
and in a large bank the proportion of 
officers to help is certain to be small. 

I first knew Belvedere Brooks when 
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Central Hanover numbers 
among its correspondents a 
representative list of the na- 
tion’s oldest and strongest 


banks and trust companies. 
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he was an accurate and rapid telegraph 
operator, with a lot of ideas about the 
telegraph business. He was taking the 
Associated Press report and I was a 
telegraph editor. ‘Twelve years later, 
Belvedere Brooks was general superin- 
tendent of the Western Union Tele- 
graph Company, with a salary of 
$25,000 a year which continued to his 
death. It all came about by a sudden 
chain of deaths, removals, resignations, 
with Brooks in every case the “logical 




















man” to be promoted. When “Bel” 
was at the top, a reporter came in one 
day to ask him his formula for success. 
“Success,” says “Bel,” “‘consists in 
being on the right side of the street at 
the right moment and meeting the 
right man.” In other words, just plain 
LUCK. 

What is “Luck?” The best defini- 
tion I ever heard was used by Horace 
Runkle of this bank in a speech that 
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328 of the 759... 


Of the 759 New England com- 
mercial and savings banks which 
have Boston correspondents, the 
National Shawmut Bank serves 
328. For more than one hundred 
years, this institution has occu- 
pied a position of leadership in = 


the New England banking field. 


THE NATIONAL 
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40 WATER STREET - BOSTON 
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ing contest about ten years ago. 
“Luck,” said Runkle, “is when prepara- 
tion and opportunity meet.” It may 
have:been sheer luck which led Belve- 
dere Brooks to meet the right man on 
the right side of the street at the right 
moment, but if he hadn’t been a good 
operator, a man with imagination, 
with which he had worked out some 
good ideas about improving the tele- 
graph business, that meeting wouldn’t 
have meant “‘luck”’ at all. 

Chance is an element in human 
affairs. Undoubtedly, there are men 
who had imagination who learned to 
control that imagination, who were 
honest, faithful and diligent in banks, 
and who bent every effort toward being 
ready for promotion, but were never 
promoted. Preparation was on the 
right side of the street at the right 
moment, but opportunity didn’t hap- 
pen along. 

That isn’t a peculiarity of the bank- 
ing business. It is true in every line of 
business. Look at the gray-haired men 
who are operatives in any industry, 
who are salesmen in department stores, 
who are carrying brief cases from office 
to office on the street. In thousands of 
cases the promotion plans and hopes of 
men who have worked hard are 
wrecked by changes in business, by 
firms closing down, by changes in 
organization. 


]F you get in a good bank and work 

hard and keep right in line for promo- 
tion you have two “outs’”—one is 
promotion inside the bank; one is 
promotion outside the bank. Bitterly 
as bank personnel departments regret 
it, when a man has worked his way to 
the point where he is “‘ripe’”’ for promo- 
tion to being an officer, to start up the 
last steep pitch toward the comfortable 
office of vice-president or cashier, he 
has become the kind of a man which 
many other lines of business want for 
responsible and well-paid positions. 
The heads of these successful businesses 
come into the bank, contact tellers who 
are competent, courteous, know their 
business, and say to. themselves, 
*‘That’s the sort of fellow we ought to 
have for auditor.”” This doesn’t happen 
so much in the lesser grades, but it does 
happen, and frequently, to men who 
are ripe for bank promotion. 

Our personnel department checked 
this in our own bankand others. Of the 
male members of the personnel, who 
are old enough to be made officers, 
about one-third are officers of the bank 
with salaries commensurate to their 
responsibilities —holding what anyone 
would call “a good job.” What other 
business could show anything nearly as 
great a proportion of earned promo- 
tions? And this is only one of two 
chances. 


So, my boy, perhaps you’d better 
UUUDUADDUADDUUDADDOOUEDUREDOEDOAOOOOEDUAAOUOON EYED DOO EEDOODDDOUOOE TOT TE TOT ETT ETT) =| stick around. 
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Financing Real 
Estate Through 
Trusts 


(From page 17) Many disadvantages 
when compared to a trust. 

The statutes of all states provide in 
great detail the many steps necessary 
in establishing, operating and termin- 
ating a corporation. These regulations 
must be followed to the letter. A 
statement of incorporation must be 
drafted, a charter obtained, meetings of 
incorporators and subscribers held, 
stock transfer books prepared, regis- 
trars appointed, officers and directors 
elected, instruments filed and recorded 
with county officials, stockholders’ and 
directors’ meetings held and elaborate 
minutes kept of all meetings. Through 
the numerous reports required by 
county, state and federal agencies even 
the most intimate details of the cor- 
poration’s business are spread open to 
the public. 

Title to real estate owned by a build- 
ing corporation can be conveyed only 
after compliance with the strict stat- 
utory requirements of the state. This 
involves the necessity of holding 
meetings, passing resolutions, prepar- 
ing minutes and filing reports. Where 
the real estate owned comprises the 
sole assets of the corporation the actual 
sale and transfer of good title may 
require a long period of time. 

Stockholders have it in their power 
to cause internal disturbance and court 
litigation. State laws require officers 
of a corporation to permit inspection 
of the books and records of the com- 
pany at any reasonable time during 
business hours by the holder of even a 
single share of stock. The president 
of many a corporation will testify 
wholeheartedly to the heckling he has 
been forced to endure during the de- 
pression years, at stockholders’ meet- 
ings. 

Taxes are levied against corpora- 
tions in many guises and in many juris- 
dictions. There are franchise taxes, 
federal and state income taxes, capital 
stock taxes, undistributed surplus 
taxes, transfer taxes, payroll taxes. 


VEN before a corporation can wind 

up its affairs and quit business, its in- 
tentions must be published, its final 
reports must be filed and its charter 
surrendered. 

A trust avoids most of these burden- 
some features and presents, in addi- 
tion, many advantages which recom- 
mend it for real estate financing. 
While it will not be found practical to 
use the trust form in connection with 
the financing of very large real estate 
properties where the market for the 
securities is likely to be nation wide, it 
does offer the most practical method 
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for syndicate financing where the num- 
ber of contributors is moderate and 
where the financing is likely to be 
carried on locally. 

The realty trust is an organization 
for profit financed by a group of in- 
vestors called beneficiaries. The title 
to the real estate is lodged with a 
corporate trustee and the management 
of the property is vested in a com- 
mittee, chosen from among the bene- 
liciaries, called the executive or man- 
agement committee. Such a trust is 
easily organized, functions smoothly 
and continuously, avoids red tape and 
while it is not exempt from all taxation 
it does avoid the multiple taxation 
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directed in most states at corporations. 
Its legal aspects and the absence of 
personal liability on the part both of 
trustees and investors are well settled 
by the highest court. 


HE trust in the field of business is 

not a new venture. Railroads have 
financed the purchase of new equip- 
ment through similar trusts, known as 
equipment trusts, for years. These 
securities command the lowest rates 
in the capital market. The investment 
trust comprised of securities has been a 
popular vehicle for investment for a 
long time and has stood up remarkably 
well. Most bond issue reorganizations 
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_ eyes of the curious. 


| of years, 
| named percentage of the beneficiaries, 
| and hence no annual elections are 
| required, so disturbing to the manage- 
| ment of the business. 


have taken the form of liquidation 
trusts and in this way millions of 
former real estate bond owners have 
become familiar with the trust prin- 
ciple as applied to real estate financing. 
Furthermore, due to improved condi- 
tions in real estate, the beneficiaries of 
these liquidation trusts have recently 
been receiving substantial payments, 
a fact which has increased tneir popu- 
larity with investors. 

Investors in real estate trusts receive 
certificates of beneficial interest evi- 
dencing the ownership of their propor- 
lionate number of units. It is quite 
possible and customary to provide in 
the trust for two classes of certificates, 
one to be preferred as to distribution 
of income and principal. 

The formation of the trust is sim- 
plicity itself; it consists of a contract 
known as a trust agreement. The 
agreement does not have to be recorded 
and so its terms are not exposed to the 
The interests o! 
the beneficiaries are in the avails and 
proceeds of the property instead of in 
the real estate as such. The trustees 
are not required to file reports such as 
are made by corporations and in most 


_ trust agreements no time is specified 


for the holding of meetings. The 
trustees are appointed for a long term 
subject to removal by a 


PEED is essential in handling real 
estate transactions, and trusts lend 
themselves particularly to this aspect. 
There are no meetings to be called. no 


_ resolutions to be passed, no authoriza- 


tions to be secured. When the execu- 
tive committee has an opportunity to 
make an advantageous sale the only 


procedure required is its instruction to 


the trustee to convey the property. 
The duties and powers of the trustees 
are definitely fixed and are governed 
by a long line of decisions running back 
to early English common law. There- 


| fore there is little danger of litigation. 


The interests of the beneficiaries are 


| safeguarded by the very terms of the 


agreement. However, if they feel 
themselves aggrieved they may always 
invoke the advice and instructions of a 
court of equity. As a matter of fact, 


| trustees are held to a much higher 


standard of duty than the directors of 
a corporation. The entire financial 
responsibility of the corporate trustee 
may be availed of as remedy for any 
misdeed. If the action lies against a 
director of a corporation, however, the 
chance of recovery is limited to the 
assets of the individual director. 

The certificates of indebtedness is- 


| sued to the beneficiaries may be traded 


in freely, bought, 


sold, assigned or 
pledged as collateral. 


If it is necessary 
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to borrow money for temporary pur- 
poses the trustee may issue certificates 
of indebtedness constituting a first lien 
on the income and proceeds of the 
property, to be retired out of income. 
in case long-term financing is necessary 
the trustee may raise funds on the 
property itself by executing a mort- 
gage. Neither the trustee individu- 
ally nor the beneficiaries are liable for 
any deficiency in case of default in the 
terms of the mortgage. 

The advantages of the business trust 
lor real estate financing may be sum- 
marized: Easy to organize; smooth 
and continuous in operation; its legal- 
ity tested by the highest courts; avoids 
governmental red tape; avoids multiple 
taxation; avoids personal liability of 


| 


beneficiaries; may provide for more | 


than one class of beneficiaries; makes 
speed possible in real estate transac- 
lions; avoids publicity of terms and 
conditions; has protection of courts of 
equily; assures uninterrupted manage- 
ment; already enjoys public approval. 


Court Decisions 


(From page 21) Claim within a specified 
time? 

Not necessarily, 
recent Pennsylvania decision. 





according to a | 


There, a building and loan associ- | 
ation was in liquidation and an adver- | 


lisement notifying all creditors to file 


claims within the six months period | 


specified in the advertisement was 
duly published as required by law. 


A bank which had a claim against this | 


association, not having the advertise- 


ment brought to its attention and not | 


receiving any direct notice of the 
liquidation, failed to file its claim 
within the six months period. The 
liquidating trustees refused to permit 
the bank to file its claim after that 
lime, and the matter ultimately came 
before the court. 


Pointing out that known creditors | 


are entitled to direct notice and that 


tue advertising is not sufficient with | 
respect to such known creditors, the | 


court said: 


“The purpose of advertising in a | 


newspaper of general circulation and 


in the legal newspaper is to give notice | 
do not | 
appear on its books or in its records | 
or who are not known to the liquidat- | 
Public | 
the | 


to creditors whose names 


ing trustees to be creditors. 
advertisement did not relieve 
trustees of the duty of giving direct 


und personal or individual notice to | 


all creditors of the association known 
by them to be such from the books or 
records or otherwise.”’ 

Finding that the trustees had knowl- 


edge of the bank’s claim, the court | 
gave judgment in favor of the bank | 


lor the amount of its claim. 


This case, if followed as precedent | 


in other jurisdictions, suggests that 
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banks and other creditors are not 
necessarily barred by time limits in 
liquidation and other proceedings, if 
the controlling law indicates that 
direct notice must be given to known 
creditors. With respect to banks 
acting as trustees or receivers, the case 
suggests the advisability of forwarding 
direct notice, in such manner as may 
be prescribed by law, to all known 
creditors. (Pennsylvania Company 
vs. Forrest Hill Building and Loan 
Association, 190 Atlantic Reporter 556.) 


Foreclosure Value 
Banks confronted by the legal prob- 


Chartered 1842 
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lems arising out of the various de- 
ficiency judgment acts on mortgage 
foreclosures will find a recent Pennsyl- 
vania decision most significant. 

In that state an act was passed 
providing that in any mortgage fore- 
closure, the mortgagor was entitled 
to credit for the fair value of the fore- 
closed property, regardless of the price 
for which the property was sold at 
the foreclosure sale. If the fair value 
was less than the amount of the mort- 
gage, the mortgagor’s liability was 
only for the deficiency. This act was 
held unconstitutional as to mortgages 
entered into before the effective date 
of the act. but constitutional with 


W: are sometimes asked, “How can a policyholder 
in a mutual company receive the benefits in good 
times without liability for assessment in case of bad 


times ?”’ 
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Ist. Our charter specifically stipulates that 
our policies shall be non-assessable; 

2nd. Our policies are properly written to con- 
form with this charter specification; 

3rd. Our surplus and reserves are so large that 
they greatly exceed the standards set by 
various States as prerequisite to the issu- 
ance of non-assessable policies. 
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respect to mortgages entered into 
after the effective date of the act. 

In a real estate foreclosure on a 
mortgage where the benefit of the 


Deficiency Judgment Act was not 


| available to the mortgagor, the prop- 
| erty was sold for $989. Its assess- 


ment for tax purposes was $3,080, 
and its real value estimated in excess 
of the assessed valuation. 

On petition by the mortgagor, the 
foreclosure sale was set aside by 
the local court for inadequacy of price, 
and on appeal the Supreme Court of 
Pennsylvania affirmed the lower court’s 
action, saying: 

“The court below found that such 
price was inadequate. The great dis- 
proportion between the price realized 
at the sale and the real value of the 
property effectively negatives the con- 
tention that the lower court abused 
its discretion. Such gross inadequacy 
of price offered sufficient basis for the 
action of the court below.” 

If this case be taken as precedent 
in other states, courts may well use 
their equitable powers to set aside 
foreclosure sales on the ground of 
inadequacy of price, even though no 
Deficiency Judgment Act or other 
statutory authority exists. 

Query: What would be the result 
if this principle were applied to fore- 
closure sales where the property is 
sold for a nominal bid of $1.00 or 
$50, as is the practice in some 
jurisdictions? (Hettler vs. Shephard, 
119 Atlantic Reporter, 581.) 


Taxable Trusts 


Under what circumstances must the 
creator of a trust pay the federal 
income tax on the income of the trust? 

This question came before a Federal 
Court recently on an appeal from an 
order of the United States Board of 
Tax Appeals. It appeared that the 
person who created the trust did so by 
conveying certain property to a bank 
to be held in trust for the use and bene- 
fit of the creator and his family. He 
reserved the right to revoke the trust 
with the approval of his wife, or of the 
trustee bank if the modification or 
revocation affected the wife’s right of 
income. The Commissioner of Inter- 
nal Revenue assessed an income tax 
against the creator of the trust on the 
entire annual net income derived 
therefrom on the ground that the 
trust was revocable during the taxable 
year. 

This tax assessment was confirmed 
by the court on the ground that the 
creator’s right of revocation brought 
the case within the Federal Act mak- 
ing the income of a trust taxable to 
the creator thereof, where he has the 
power to revest title to the trust fund 
in himself. (Carkhuff vs. Commis- 


sioner of Internal Revenue, 83 Federa| 
Reporter, Second Series, 626.) 


Trustee Responsibility 


A New Jersey statute authorized 
trustees to invest trust funds in 
participation certificates secured by 
mortgages where the mortgages were 
first liens upon improved real estate 
not exceeding 60 per cent of the esti- 
mated worth of the real estate. 

In a decision surcharging a trustee 
bank with the amount which it paid 
out of trust funds for mortgage 
participation certificates, the New 
Jersey Court of Chancery declared: 

“The testimony indicates that when 
the trust company purchased the 
certificates for the trust estate, it 
made no investigation of the value of 
the mortgaged premises encumbered 
by the mortgages pledged with the 
trustee. It relied upon the original 
appraisal made by the committee of 
the title company who issued the 
mortgages. Surely such _ procedure 
by a trustee is not a compliance with 
the duty the law imposes upon him. 
Its conduct may most aptly be de- 
scribed in the homely phrase of ‘buy- 
ing a pig in a bag.’”’ The trustee 
must be acquainted with the security 
behind its investment. It is required 
to act prudently and diligently. It 
can take nothing for granted. It 
must exercise vigilance in choice of 
selection. It must purchase with eyes 
that perceive and a mind alert to the 
necessities of its trust. 

“The good faith of the company 
in making the investments is not 
questioned. As between the choice of 
what appears to be the questionable 
practice of bankers and a well defined 
policy of the law, the courts are bound 
to ignore the former and adhere to the 
latter.” (Gates vs. Plainfield Trust 
Company, 191 Atlantic Reporter, 304.) 


Attaching Collateral 


A creditor who had obtained a 
judgment against a debtor learned that 
the debtor held certain stock in a 
building and loan association. This 
stock had been assigned by the debtor 
to the building and loan association as 
collateral on a mortgage. The stock 
was not full paid but was being paid 
for on a monthly basis, and at maturity 
the full paid value of the stock was 
to be used to pay off the mortgage loan. 

The creditor attached the debtor’s 
stock in the hands of the building and 
loan association, which set up the 
prior assignment of the stock to secure 
the mortgage. The debtor continued 
to make monthly payments on this 
stock to the building and loan associ- 
ation for approximately a year after 
the attachment was served. 

Ruling in favor of the building and 
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loan association, the Pennsylvania 
court said: 

“The holding of the cited cases is in 
conformity with the well established 
rule that the lien of an attachment is 
inferior to the interest of a prior 
assignee of the judgment debtor. The 
attachment reached nothing but $100 
remaining after the mortgage debt 
due the building and loan association 
had been paid.” 

It would appear that the same 
principle would apply where a creditor 
attached a debtor’s assets held by a 
bank as collateral on a loan. Assum- 
ing the collateral was assigned to 
secure the loan, the subsequent service 
of an attachment would not oust the 


bank’s prior right to the collateral by | 
(Stalwart | 


virtue of the assignment. 
Building and Loan Association vs. 
Borbeck, 191 Atlantic Reporter, 204.) 


Mortgage Usury 


A national bank upon bringing 
action to foreclose a mortgage was 
met with the defense that usurious 
interest had been charged on the 
mortgage and that, therefore, the 
mortgage transaction was tainted with 
illegality. 

It was claimed that although the 
mortgage on its face was for $60,000 
actually $6,000 was deducted from 
the principal sum and retained by the 
bank. Thereafter, it was claimed, 
legal interest was charged on the 
full $60,000. 

Dismissing this contention as a 
legal defense to the foreclosure action, 
the New Jersey Court of Chancery 
explained: 

“As to usurious interest actually 
paid the sole and exclusive remedy is 
that which is provided by the National 
Bank Act, to wit, the institution of a 
separate and independent action to 
recover it. The payment cannot be 
set up by way of a defense in a pro- 


ceeding such as in this case, a fore- | 


closure. Moreover, the action to 
recover must be brought within two 


years from the time when the usurious | 
(Passaic Na- | 
tional Bank and Trust Company vs. | 


transaction occurred.” 


Mass, 191 Atlantic Reporter, 292.) 


Note Signatures 


The Uniform Negotiable Instru- 
ments Act provides that ‘a person 


placing his signature upon an instru- | 


ment otherwise than as maker, drawer 
or acceptor, is deemed to be an en- 
dorser unless he clearly indicates by 
appropriate words his intention to be 
bound in some other capacity.” 


In a recent New Jersey case suit | 
was brought on a note which was not | 


signed on its face by anyone, but 
which bore five signatures on the 
reverse side. 


endorsers, having received no notice 
of non-payment and protest, they were, 
therefore, discharged of liability. The 
holder of the note, who was the original 
payee thereof, contended that in spite 
of the irregular place of the signatures, 
the signers were actually makers of 
the note and therefore primarily liable 
for the amount. 

At the trial it was shown that the 
payee delivered the full amount of the 
note in cash to the five persons who 
signed on the reverse side of the note. 
The court took the view that despite 
the irregularity of the signatures, the 
signers were liable as makers. 

“The fact is,’ said the court, “‘that 
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the plaintiff loaned a thousand dollars 
to the five defendants, and they in 
turn acknowledged their indebtedness 
to him by signing a note. True, they 
did not sign at the place where makers 
of notes usually sign, but their delivery 
of the note to the plaintiff, the advance 
by him to them of the face amount of 


‘the note, created a fair and legitimate 
deducible inference that it was the - 


intention of the parties that the five 
defendants should be liable for the 
payment thereof as primary obligors. 
There was ample proof that they 
signed in the capacity of principal 
obligors, that is, makers.’ (Garon vs. 
Becker, 191 Atlantic Reporter, 546.) 





If these signers were | 
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The Trend 


(From page 4) between obligations whose 
market position is dependent upon the 
trend of money rates and securities whose 
investment status is determined by the 
trend of earnings of the obligor companies, 
should narrow.” 


Booklet on Auditing 


Nearly 2,000 copies of ‘How to Plan and 
Execute a Bank’s Audit Program,” a book- 
let issued early in the year by the Chicago 
Bank Auditor’s Conference, have been dis- 
tributed to date. Committee Chairman 
P. J. Drexler (Auditor of City National 
Bank and Trust Company, of Chicago) 
recently expressed his gratitude for the 
response given to his organization’s publi- 
cation. 

At the time of its appearance, The 
Burroughs Clearing House said of the book- 
let, “‘It is not only a complete reference on 
the subject of auditing and procedure, but 
it is a practical working manual that might 
well be a part of every operating man’s 
equipment. Bank operating officers are 
fortunate in having an opportunity to 
obtain copies of this booklet.” 

Mr. Drexler says there are a few copies 
still available at $1.00 per copy. Those 
desiring copies can address Mr. Drexler at 
the City National Bank and Trust Com- 


pany, Chicago. 
Golden Jubilee 
This year’s convention of the lowa 
Bankers Association (held May 31, June 1 
and 2 at Sioux City) marked the associ- 
ation’s Golden Jubilee. Robert Turner, 
President, City National Bank, Council 


Bluffs, greeted members at the opening of 
the convention. Many anniversary con- 
gratulatory messages were received during 
the convention. Speakers at the closing 
session included Laurance Armour, presi- 
dent, American National Bank and Trust 
Co., Chicago, and Hon. Wright Patman, 
member of the House of Representatives. 

A special edition of the Northwestern 
Banker, published by Clifford De Puy, of 
Des Moines, paid tribute to the progress 
made and the service rendered by the Iowa 


Bankers Association in the past half 
century. 
S. R. Torgeson, cashier of The Farmers 


and Merchants State Bank at Lake Mills, 
was elected president of the association for 
the next term. 


View of Insurance 


“Banking and insurance have much in 
common,” says Richard T. Wood, of the 
American Surety Company of New York. 
“Looking at insurance broadly and ob- 
jectively, the banker recognizes that insur- 
ance companies represent great aggrega- 
tions of capital and that they are potential 





7) vice-president of the 
Chicago Livestock Loan Association. 

This was a position which he held 
in connection with his livestock bank- 
ing activities. 

From the Stockyards National Bank 
he returned once more to Boise as 
president of the First Security Bank 
of Boise. His present position as 


(From page 
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of Banking 


customers for its various services. He 
recognizes that they are an important 
factor in the investment field of which he 
must needs take account. 

“Coming to his own insurance, the 
banker probably thinks first of deposit 
insurance. His next thought is directed tv 
fire insurance, after which consideration is 
given to the various other lines of insurance 
such as fidelity, public liability, workmen’s 
compensation and other casualty, life and 
marine. In this survey the banker will find 
that his greatest hazard is the fidelity 
of his employees.’”’ However, Mr. Wood 
reported an estimate that only 3 or 4 em- 
plovees per thousand go wrong. 

“The desirability of a complete insur- 
ance survey periodically is unquestion- 
able,” Mr. Wood said. He also advised. 
“It is desirable that the handling of insur- 
ance be placed in charge of a single depart- 
ment or individual charged with the duty 
of keeping abreast of technical insurance 
knowledge, particularly with reference to 
new forms of contracts and the rate situ- 
ation. While general rules can be laid down. 
the banker will discover that his insurance 
is a matter which requires individual 
treatment.” 


125th Anniversary 


This year The Pennsylvania Company, 
of Philadelphia, celebrates the 125th anni- 
versary of its founding. An attractive 
booklet helps commemorate the event by 
tracing the origin and development of “‘The 
Pennsylvania Company for Insurances on 
Lives and Granting Annuities.”’ 

Some milestones of the company are: 
Receiving its charter from the state March 
10, 1812; entering the business of executing 
trusts and of engaging in deposit banking 
in 1836; discontinuance of insurance end of 
business in 1872; opening of Packard Build- 
ing, present location, at southeast corner of 
15th and Chestnut streets in 1924; merging 
on June 1, 1929 with The Bank of North 
America and Trust Company, whose 
original charter was granted by the Con- 
tinental Congress in 1781; growth of The 
Pennsylvania Company into one of the 
largest bank and trust companies in the 
nation with banking resources totaling 
more than $270,000,000. 

C. S. Newhall has been president of The 
Pennsylvania Company since April 30. 
193.1. 


Bank at Exposition 


First contract for space for an exhibitor’s 
building at the 1939 Golden Gate Interna- 
tional Exposition has been signed by the 
Bank of America. Bank of America, which 
has exclusive banking privileges on the 
Exposition grounds, will erect a $50,000 
building as fully equipped as any of its 
branches. It will have at least 12 tellers’ 
windows and a minimum of 25 emplovees. 









executive vice-president of the First 
Security Bank of Idaho came follow- 
ing the consolidation of the First 
Security Corporation System of banks 
into a branch bank organization, 3 
system which now embraces 15 
branches in Idaho, 11 banks in Utah. 
and 1 in Wyoming, serving over 
95,000 depositors. 
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